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PRICE SUPPORTS FOR BASIC COMMODITIES 


THURSDAY, FEBRUARY 17, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 
The committee met, pursuant to notice, at 10 a. m., in room 1310, 
New House Office Building, Hon. H. D. Cooley (chairman) presid- 


ing. 

The Cuatrman. The committee is delighted to have Secretary Ben- 
son with us this morning. 

Mr. Secretary, I suppose you understand that the subject we 
hope you will discuss relates to price support problems, as you think 
those problems exist today. 

(H. R. 12 is as follows :) 


i{H. R. 12, 84th Cong., 1st sess.] 


A BILL To amend the Agricultural Act of 1949, as amended, with respect to price supports 
for basie commodities 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That paragraph (6) of subsection 
(d) of section 101, of the Agricultural Act of 1949, as amended, is amended 
to read as follows: “the level of support to cooperators shall be 90 per centum 
of the parity price for the 1955, 1956, and 1957 crops of any basic agricultural 
commodity with respect to which producers have not disapproved marketing 
quotas.” 

The Cuatrman. We will be glad to recognize you now, sir, for 
such statement as you may desire to make. 


STATEMENT OF HON. EZRA TAFT BENSON, SECRETARY OF AGRI- 
CULTURE, ACCOMPANIED BY TRUE D. MORSE, UNDER SECRE- 
TARY; ERVIN L. PETERSON, ASSISTANT SECRETARY; EARL L. 
BUTZ, ASSISTANT SECRETARY; JAMES McCONNELL, ASSISTANT 
SECRETARY; ROBERT L. FARRINGTON, SOLICITOR; DON PAARL- 
BERG, ASSISTANT TO THE SECRETARY; RALPH S. ROBERTS, 
ADMINISTRATIVE ASSISTANT SECRETARY; WESLEY D’EWART, 
ASSISTANT TO THE SECRETARY; ROBERT P. BEACH, WALTER 
C. BERGER, AND EARL M. HUGHES, COMMODITY STABILIZATION 
SERVICE, DEPARTMENT OF AGRICULTURE 


Secretary Benson. Mr Chairman and members of the committee, 
I very much appreciate this opportunity to discuss with you the pro- 
gress of agriculture. I shall also discuss H. R. 12 and similar bills 
relating to price supports for basic commodities. I am glad, too, 
to explore with you the subject of dairy supports, all in line with 
your request. 
1 
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We in the Department of Agriculture and the members of this com- 
mittee have a common interest in the well-being, the economic and 
social strength, the prosperity of American farmers. By working 
together we have made substantial basic contributions to the growth 
and development of our agriculture. This helped provide the basis 
for the vast improvement in living standards that has taken place 
in this country, on our farms and in our towns and cities. And the 
great potential for still greater improvement remains with us as a 
challenge which, I am sure, all of us here are glad to accept. I, for 
one, am confident that we can meet that challenge by continuing to 
work together with vision, patience, determination, and courage. 

It seems to me that this is a good time to take stock of our situa- 
tion so that we may fully understand the various elements and the 
influences they exert on our agriculture. Such an understanding will 
help us see ahead more clearly and enable us to make a sounder evalua- 
tion of the subject with which we are dealing. 

One of our characteristics as Americans is that we are not afraid 
of change. We realize that change is a constant process out of which 
progress is evolved. As a matter of fact, through various forms of 
research and experimentation, we hasten the process of change. 

Our economy has been shaped by such evolutionary forces and atti- 
tudes toward them. Throughout our history, economic progress in 
America has been sparked by the initiative and enterprise of millions 
of free individuals who sought to improve the way they lived. Amaz- 
ing progress has been made in all sectors, in both urban and rural 
areas. This remarkable growth now rests on a solid foundation and 
is deeply imbedded in our ideals and principles of democracy. As a 
result, we today have confidence in the performance of our economy. 
This adds greatly to the reinforcement of our economic future. 

The general economic health of America is good: During the past 
year we enjoyed a period of relative economic stability. This brought 
to a halt the slow erosion of business activity which followed the 
Korean war boom. Now, again, the economy of this country is moving 
vigorously forward on a broad front. Economic growth is being 
made at a healthy rate, production is moving upward, consumer in- 
comes are increasing, and still higher average standards of living 
are in prospect. 

The changeover from war to semipeace conditions is being achieved 
with less disturbance to our general economy than in any previous 
postwar period. We now have a fairly stable economy operating at a 
high level. Economic activity, as measured by the gross national 
pradwets rose in the fourth quarter of 1954 to an annual rate of $362 

illion. This represented an increase of over $6 billion from the third 
quarter. It is now approaching even closer the record year of 1953 
when the gross national product averaged $365 billion. 

One striking fact in this whole picture is that we have absorbed 
the impact of a very substantial decline in national security expendi- 
tures—a decline of 25 percent from the peak rate of expenditure in 
the second quarter of 1953. National security expenditures in the 
fourth quarter of 1954 accounted for 11 percent of total gross na- 
tional product, whereas some 18 months earlier they accounted for 
15 percent. We have taken a long step forward toward a peacetime 
economy without generating depression or impairing confidence in 
the future. 


| 
| 
| 
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A higher percentage of our working force is employed today than 
a year ago. Wages are higher and incomes are expanding on a wide 
front. Consumer incomes, after taxes, are at a record high and are 
growing steadily. Most consumer prices are lower now than a year 
ago. Thus, the purchasing power of consumers for the products of 
American farms is strong and increasing. 

Adjustments in agriculture are underway :, Like the overall econ- 
omy, agriculture is making a changeover from the unprecedented de- 
mands that grew out of World War II to the changed conditions we 
have today. The changeover for agriculture, however, is more pain- 
ful. This is due primarily to the greater difficulty of adjusting agri- 
cultural production, the sharply reduced export market outlets, and 
the heavy accumulation of surplus stocks. 

Agriculture has been caught in a painful and serious price-cost 
squeeze. The financial pangs which go with readjustment to a peace- 
time economy are not new to agriculture. We have suffered them 
after every war in our history. Just as farm commodity prices go 
up faster than the general price level under the stimuli of war and 
inflation, so they also drop farther and faster than most nonfarm prices 
while the economy is readjusting to more nearly normal conditions. 

We are making the transition this time with fewer and less severe 
dislocations in agriculture and other segments of our economy than 
ever before. The difficulties which agriculture is undergoing might 
well be considered as the industry’s share of the cost of getting back 
on a sound foundation—as an investment in a solid and rewarding 
future. 

A major part of our efforts these past 2 years has been—and in the 
period ahead will be—devoted to building a sound, solid basis upon 
which agriculture may obtain its equitable share of the national in- 
come. 

Farmers are being encouraged to make desirable changes in their 
overall production patterns through educational and other means. 
Acreage allotments and marketing quotas are also helping bring about 
an improved balance between supply and demand for particular 
crops. This will be helpful in achieving the adjustment that agricul- 
ture needs to make. 

The biggest shock of the adjustment appears to have been passed 
and agriculture generally is now in a period of comparative stability. 
There are many indications of this. 

Farm prices and farm income are stabilizing: During the past 
year, farm prices fluctuated within a relatively narrow range of 8 per- 
cent. The latest available figures show that on January 15, 1955, 
prices received by farmers were about 6 percent below a year earlier 
and 2 percent above 1 month earlier. 

For 1954 as a whole, the average of prices received by farmers was 
about 3 percent below the 1953 average. This compares with a decline 
of 5 percent from 1951 to 1952, and a drop of almost 10 percent from 
1952 to 1953. 

The downward trend in farm prices and income over the last few 
years has been of real concern to all of us who are interested in the 
well-being of American farmers and their families. The adjustment 
has been difficult and painful. Our every effort has been guided by 
the desire to lighten the impact of this adjustment both in the long 
and short run. . 
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The most rapid drop in farm prices took place in 1951 and 1952 fol- 
lowing the inflation that was brought on by the outbreak of hostilities 
in Korea. The significant fact now is that the rapid drop of 2 years 
ago has been very markedly slowed and this has brought greater sta- 
bility to the general level of farm prices. 

Moreover the price parity ratio also has been remarkably stable 
during the past year. tes month the ratio stood at 86, which is only 
8 points below the figure for 2 years earlier when this administration 
assumed office. In the 23 months before January 1953, the price parity 
ratio had dropped a total of 19 points. During most of 1954, the 
parity ratio has fluctuated in a very narrow range and averaged 89. 
Over a period of the last 8 months, the fluctuation ranged only 3 points. 

The considerable amount of stability that has been achieved in the 
agricultural price structure is indeed encouraging to the outlook for 
the months ahead. Prices received by farmers for this year are ex- 
pected to average close to prevailing levels, and cost rates or prices 
paid by farmers probably will show some decline in the year ahead. 
As a result, the parity ratio likewise will remain fairly stable. 

On the basis of what we can now see ahead, net farm income for 
1955 should approach that of 1954. In other words, United States 
farm income has about stopped its postwar decline. Between 1947 
and 1950 realized net farm income dropped by about one-fourth. 
The outbreak of hostilities in Korea and the resulting inflated demand 
brought about a rise in farm income in 1951 after which it declined 
again from 1952 through 1954. Realized net farm income for 1954 was 
approximately $12.5 billion. 

Per capital incomes of farmers are advancing: A correct evaluation 
of the farm income situation must obviously take into consideration 
the total number of farm people sharing in that income, While our 
realized net farm income was declining from 1947 to 1954 by some 25 
percent our farm population was also falling off about 20 percent. 
And if account is taken of the income that farm people received from 
nonfarm sources, the realized per capita income of farm people from 
all sources actually increased 6 percent during this 7-year period. 
It is also worth noting that realized per capita income from agriculture 
in 1954 was 17 percent higher than in 1950. 

The inappropriateness of parity prices as a sole objective of farm 
programs is evidenced by this fact: Since 1910-14 farm prices have 
fallen 11 percent relative to nonfarm prices but per capita net farm 
income has increased 29 percent relative to per capita incomes of non- 
farmers. Thus, since 1910-14 farmers have improved their net income 
position relative tononfarmers. They did this by turning out greater 
volume, and by increasing their efficiency, and in spite of a relative de- 
cline in prices, 

It is essential that we maintain fluidity in our agricultural popula- 
tion. As we increase efficiency of our production of food and fiber, it 
is possible to do our production job with fewer workers on farms. This 
results in a higher living standard for our farmers as well as for our 
urban people. 

The present high state of efficiency on American farms is not because 
of price supports but largely because, historically, farmers have had 
a substantial degree of freedom in the management of their farms, 
and because the fruits of research and education have been made avail- 
able to them. 
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The farm balance sheet is good: The overall financial condition of 
agriculture has continued sound. Total estimated assets of $162 billion 
at the beginning of 1955 were slightly higher than a year earlier. Al- 
most all of the increase is accounted for by a rise in the value of farm 
real estate. 

On the liability side, farm debts showed only a slight increase in 
1954. While farm-mortgage debt has been increasing steadily since 
1946, influenced to a large extent by the transfer of farms to new owner- 
ship, the level of mortgage debt at the beginning of 1955 was still low 
relative to the value of assets. 

Nonreal-estate indebtedness has increased sharply since the end of 
World War IT, influenced by the large expansion in machinery invest- 
ment, the higher level of livestock values and the large volume of crops 
under loan. At the beginning of 1955 however, nonreal-estate debt was 
still less than 25 percent of the combined value of farmers’ holdings of 
livestock, machinery, and motor vehicles. 

Farm debt on January 1, 1955, was only 10.6 percent of total agri- 
cultural assets. In 1940 farm debt was 18.6 percent of total assets, 
and in 1930 it was 21.2 percent of assets. In terms of current assets 
the comparison is even more striking: Farm debt as a percent of cur- 
rent assets was 23.9 percent as of January 1, 1955, compared with 
49.3 percent in 1940, and 70.4 percent in 1930. 

We recognize, of course, and are deeply concerned about the diffi- 
culties and debt problems being experienced by some groups of farm- 
ers, especially those who have begun farming recently with a heavy 
load of debt. As indicated by the statistics, however, the overall 
farm debt situation is good, and most farmers are in a favorable in- 
vestment position. 

The slight changes that have occurred in the value of farm assets 
in recent years contrast strikingly with developments following World 
War I. Farmland values from their peak in 1920, decreased $12.3 
billion, or nearly 20 percent in 2 years. Following World War IT, 
farmland values declined only $38.4 billion, or less than 4 percent, from 
their peak in 1952 to January 1, 1955. With the sharp drop in farm 
income and in the values of both nonreal-estate and real-estate assets 
following 1920, the burden of debt repayment for farmers was a diffi- 
cult one. Country banks, particularly, felt this strain in the early 
twenties and later. Today, the percentage of farms mortgaged is 
substantially lower than aiter World War I. With only a moderate 
drop in farm income, farmers are now making a good record in the 
a os ae of their debts, both real estate and nonreal estate. 

mestic demand for food is high: Agriculture’s adjustment to 
near peacetime conditions is being aided in various ways. Most im- 

rtant, of course, is the fact that we have a healthy national economy 

unctioning at a relatively high level of business and industrial activ- 
ity. With consumer income and spending at record rates, the domestic 
demand for food and other farm ene is being maintained and 
consumption is tending to move still higher. Approximately 90 per- 
cent of our agricultural output goes to domestic markets. Total-do- 
mestic consumption of food in 1954 was about 43 percent larger than 
in 1935-39. This increase was much greater than the rate of popula- 
tion growth. Last year the average civilian in this country ate 1 
percent more food than in 1953, 3 percent more than in 1947-49, and 











6 PRICE SUPPORTS FOR BASIC COMMODITIES 


13 percent more than in 1935-39. In fact, the 1954 rate of food con- 
sumption was only 1 percent below the all-time high reached in 1946. 

Food is a good buy. Nowhere else in the world can a person have 
so rich and varied a diet with so small a percentage of his income. 

The American diet has changed markedly over the past several 

decades. Most of this has been in the character and quality of the 
diet. There has been a growing emphasis on the consumption of high 
protein foods and also fruits and vegetables. In 1953, for example, 
the average American consumed 115 pounds more of such foods as 
meats, eggs, fish, dairy products, fruits and vegetables than in 1909. 
This increase was more than offset, in terms of volume, by eating 233 
pounds less of grain products and other starchy foods. Food now 
takes 25 percent of our income. If we ate the same kind of food as in 
1930, food would take only 18 percent of our income. Our agricul- 
ture, of course, has had to keep abreast of this changing trend in the 
American diet. It has placed greater demands on both our resources 
and skills. This general trend continues. Farmers need to keep their 
operations geared to meet the still shifting consumer demands. 
_ Foreign trade is increasing : The most satisfactory method of build- 
ing markets for farm products as well as for reducing the size of our 
surplus is by selling them. Regular trade channels furnish the most 
effective means of moving our farm products into consumption. We 
are agressively endeavoring to make the fullest use of these means for 
expanding sales, not only at home, but also abroad. 

e are encouraged by developments in foreign trade. The produc- 
tion of from 30 to 50 million acres of our cropland in recent years has 
gone to foreign consumers. About 10 percent of United States agri- 
cultural income is derived from agricultural exports. 

Producers of some commodities depend very heavily on exports. 
In the 1953-54 marketing year, for example, we exported more than 
two-fifths of our rice crop, about one-fourth of our tobacco and cotton 
crops, about one-fifth of our wheat and lard production, and one- 
seventh of our soybean crop. Other commodities for which a sizeable 
share of production is exported are: inedible tallow and grease, 45 
percent; grain sorghum, 14 percent ; and dried prunes, 27 percent. 

We have good reason, then, to do our utmost to hold and expand the 
foreign market for such commodities. 

Our exports are expanding from the low postwar point that was 
reached in 1952-53. The total value of agricultural exports for the 
11-month period, January~November, 1954, was 7 percent above the 
same period in 1953. We believe the tide has turned and agricultural 
exports will continue to increase. 

urplus commodities are being moved : Agriculture’s adjustment is 
being aided by the greatly stepped-up disposal operations which are 
now underway. The total value of all commitments for disposition 
of Commodity Credit Corporation stocks during 1954 was about $1,400 
million. This compares with the most nearly comparable available 
figures of $745 million in 1953 and $676 million in 1952. 

We are making real progress in the implementation of Public Law 
480. Programs negotiated or under negotiation total approximately 
$453 million valuation of CCC commodities for this fiscal year. 

We have been asked.on several occasions for our estimates of the 
different commodities that will be included in the first year’s program. 
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Based on experience to date it is possible to make the following 
projections on a tentative basis: 


Percent 
i ancl Illa ol Rear em ele call eeeeaees 43 
a ee mitiaepstoniapen mete sipn omen Raver pemranomeeicesen Stor iaeeias iene tapi Sai aaa 28 
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It is possible to indicate a tentative breakdown of the $453 million 
target by geographic areas. This breakdown is as follows: 


Millions 

Weottern TDUrONC..6 in inert ee i crs ein sense enon seena= 205.5 
ihe dtuadeeedeipens bieasieereenttcrenip lire aerdienene eel 44.0 
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Rone WIA pies wii eed ea dc henceeesese 173.0 
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The United States is regularly selling large amounts of farm prod- 
ucts for export at competitive world prices. Most United States ex- 
ports are accomplished by United States exporters with products 
purchased from farmers and not through use of CCC surplus stocks. 

We are offering a large number of commodities now in CCC inven- 
tory for export on a competitive-bid basis. 

At the same time, we recognize that use of our authority to reduce 
prices for export sales must be resolved on a commodity-by-commod- 
ity basis in which major consideration is given to the effect of such 
action on farmers and the farm program as well as the private trade 
which does and should handle the export sales. 

Many factors must be considered in determining whether such re- 
duced sales prices have advantages to farmers and the farm program. 
We must consider the cost to the whole farm program, the effects upon 
other commodities, the extent to which exports actually will be in- 
creased without interfering with normal commercial marketings, the 
genuine longtime benefits, if any, to the commodity, the world com- 
mercial demand for the commodity, and the likelihood that other 
exporting countries may match or shade any price we may establish. 

It might be injurious to the interest of farmers to adopt a blanket 
policy under which all our stocks not required for reserve purposes 
would be offered for export sales by competitive bids. We must con- 
stantly consider whether such action would greatly weaken world 
commodity markets and whether other producing countries would 
have no alternative except to lower prices still further. If buying 
countries delayed purchases as long as possible, with repercussions 
on our regular commercial sales, we might have no alternative except 
to follow prices down. 

Our major consideration is always: What is best for American 
farmers ¢ 

Major items like cotton, tobacco, wheat, and rice are being sold 
competitively for export by private United States trade interests. 

For various reasons the Department is not at present offering for 
export sale on a competitive bid basis its stocks of these commodities: 
Cotton, naval stores, tobacco, cheddar cheese, nonfat dry milk solids, 
wool, corn, rice, seeds, wheat, and cotton linters. Let me explain 
some of our reasoning as regards one of these commodities, cotton. 

The Commodity Credit Corporation has in its inventory approxi- 
mately 1.8 million bales of cotton. 
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The Department’s policy has been to not sell its inventory stocks 
in competition with producer cotton during the heavy marketing sea- 
son, since whenever the available supply of producer cotton exceeds 


the demand the surplus will go into the price-support program. At , 


resent, CCC has loans on approximately 7 million bales of cotton 
in which the individual producer still has the right of redemption. 
A policy of offering cotton for export sale on a basis competitive with 
world prices would most likely result in a sano. pie system, with the 
domestic price tied to the support price and the export price below 
the support level. With an export price below the support level, cot- 
ton moving into export would first move through the loan program 
into the stocks of the Corporation and back out to the trade rather 
than through normal trade channels from the producer to the exporter. 
Such a program would result in losses on all exports of cotton and 
in our opinion would find little, if any, support from any segment of 
the cotton trade, including the cotton producer, and would increase 
materially the administrative cost to CCC. It also would tend to 
depress the world price, widening the spread between domestic and 
world prices and increase CCC’s losses materially because we export 
a substantial quantity of cotton each year. In the 1953-54 marketing 
year, cotton exports totaled 3.8 million bales. The current estimate 
for the 1954-55 marketing year is 4.5 million bales. 

CCC investment in commodities is still rising: Although the general 
outlook is brighter, we are not yet out of the woods. The Govern- 
ment’s investment in farm commodities is still rising, despite stepped- 
up disposal operations and restrictions on acreage. 

At the end of 1954 the Commodity Credit Ticeradions had $7,171 
million invested in price supported commodities—a record high for 
the 21 years CCC has been conducting price support operations. Of 
this total investment, $2,940 million represented the balance of loans 
outstanding, and price-support inventories amounted to $4,231 million. 

This exceedingly large investment is not something that developed 
overnight. The seeds of its growth were sown with the dwindling 
demand for agricultural products which began in 1952 following the 
first 2 years of the Korean war. The buildup was aggravated by the 
suspension of acreage allotments in 1952 for the 1953 crops. 

Price support activity increased greatly with the marketing of the 
1952 crops. By June 30, 1953, the Commodity Credit Corporation’s 
investment of $3.5 billion was more than twice what it was a year 
earlier. Price support activity for 1953 crops followed the same 

attern and resulted in a further increase of $2.5 billion in investment. 
he current investment in price supported commodities is five times 
that on June 30, 1952. 

Present indications are that the increase in CCC investment for the 
year ending June 30, 1955, will be substantially less than the increase 
during the preceding year. 

CCC losses are at record levels: In our disposals, we have made 
every effort to obtain the greatest possible return to the Government 
on its investment. Nevertheless, in the face of mounting inventories 
and due to the overall supply situation, our losses have reached record 
high levels. We have incurred large losses on storeables as well as 
perishables. 

During our last complete fiscal year, the year ending June 30, 1954, 
the realized cost of programs primarily for the stabilization of farm 
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prices and income totaled $962 million, 26 percent above the previous 
record losses, experienced in 1941. Over the 23-year period from 1932 
through June 30, 1954, realized costs on these programs totaled $8,469.2 
million. Of this sum, $5,077.1 million is attributable to programs 
applicable to the six basic commodities. 

he Commodity Credit Corporation alone realized a net loss of $419 
million on nonrecourse loan and purchase operations. This was the 
largest single loss for any fiscal year in the history of CCC. It ex- 
ceeded significantly the previous record of $346 million realized in 
the fiscal year 1950-51. It compares with a total loss of $1.1 billion 
which CCC realized, in the operation of nonrecourse loan and pur- 
chase programs only, during the 20 years prior to 1953-54. It is 
important to note that these losses were realized on dispositions of 
commodities acquired in previous years rather than under 1953 crop 
programs. CCC records losses in the year in which the commodities 
are disposed of rather than in the year in which the commodity is 
acquired. 

For the calendar year 1954 as a whole, CCC losses on nonrecourse 
loans and purchases were still larger, reaching a record high of $603 
million for the 12-month period. In addition to these losses, CCC 
spent $45 million in the calendar year 1954 in exporting its wheat stocks 
under the commodity export program which covers those sales made 
outside the International Wheat Agreement. 

The end of our losses on disposals is not yet in sight. 

Further heavy losses probably will be encountered in disposal of 
the commodities still in inventory as well as on additional commodities 
to be accumulated from the 1954 crops. It is exceedingly difficult at 
this time to forecast just how large these future losses will be. How- 
ever, on December 31, 1954, CCC had established on its books a reserve 
for losses of nearly $1 billion—a figure equal to about 25 percent of 
the cost value of the inventory. 

Unfortunately, our inventory accumulation is not at an end. We 
expect further acquisitions when loans mature in the next few months. 
We are quite hopeful that this upward trend in stocks will level off 
and tend to move downward after the end of this year. 

One reason for this expectation is that we anticipate that new crop 
supplies will be in better balance with prospective use at home and 
abroad. In this connection, the support program under the Agricul- 
tural Act of 1954 will be in effect for the first time and this will give 
some needed flexibility to prices. 

Meanwhile, it is apparent that some of the commodities continue in 
considerable difficulty, caused partly by the rigid high supports and 
the old parity formula that have prevailed up to now. 

Wheat is our biggest problem: We have on hand for the current 
marketing year an alltime record supply of 1,872 million bushels of 
wheat. At the present rate of disappearance, this unprecedented sup- 
ply is enough to meet all our domestic and export requirements for 
more than 2 full years. 

The Commodity Credit Corporation had, as of mid-January, invest- 
ment in more than 1 billion bushels of wheat—700 million bushels 
owned outright in inventory and the rest held as security against price- 
support loans. This involves a commitment of more than $214 billion 
of CCC funds. This investment in wheat is substantially greater than 
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that for any other commodity for which there is price support. As 
a matter of fact, it represents more than one-third of the CCC funds 
now invested in all price-support activities. 

For 1955, the national wheat allotment has been reduced to 55 mil- 
lion acres, the minimum provided by law. This amount compares with 
a 1954 allotment of 62 million acres and represents a cut of about 24 
million acres from 1953 when no acreage allotments were in effect. 
Without the minimum amount which the law provides, the allotment 
for 1955 would be sharply below the 55 million total. In view of the 
record supplies of wheat on hand for this year, the formula in the law 
would otherwise have resulted in a national allotment of only about 
19 million acres. 

We all, of course, recognize that the very substantial cut required to 
be made in our national wheat acreage creates serious operating prob- 
lems for many farmers. Even after this sharp reduction for 1955, 
the minimum national acreage will, with average yields, produce al- 
most as much wheat as we are now moving into domestic consumption 
and foreign markets in a year. Insofar as our exports are concerned, 
we need to keep in mind that our present levels of wheat shipments to 
foreign countries are made possible largely by active programs of 
United States assistance. 

The one fact that stands ont in this whole picture is that our total 
wheat supplies next year will probably be greater than they are now 
despite everything we are doing to bring about a reduction. Our 
wheat carryover alone, which on July 1, 1954, totaled 902 million 
bushels, is expected to approach the billion-bushel mark on July 1, 
1955. This would set a new alltime record for carryover wheat stocks. 
The yearly storage cost on the prospective CCC inventory of wheat, 
at 16 cents a bushel, not counting interest or deterioration, will be 
in the neighborhood of $140 million. 

If mandatory price supports at 90 percent of parity were the solu- 
tion to our wheat problem, we would have no problem. It was under 
such a law that the situation developed. 

Rice is in trouble: Problems are developing for rice. Rice is at the 
same stage, chronologically, that wheat was about 3 years ago. It 
will be important to avoid the path which has led wheat into diffi- 
culty. Our production of rice has been more than doubled since the 
beginning of World War II under the stimulus of higher prices re- 
sulting from shortages in other surplus producing areas. United 
States output of rice climbed steadily from less than 25 million hun- 
dredweight just before the war and reached the record production 
of 58.9 million hundredweight in 1954. In recent years, exports have 
taken about half of the United States production. 

Prior to the 1953 crop, carryover stocks were not excessive. Ex- 
port demand was good and our supplies of rice steadily moved into 
market outlets. Over the last few years, other producing areas have 
been restoring and even increasing their rice production. As a re- 
sult, world prices have fallen below the United States support price 
level and movement into export is proceeding with difficulty. 

The carryover in recent years has been in the neighborhood of from 
2 to 4 million hundredweight. Carryover of the 1953 crop amounted 
to 7.6 million hundredweight of which the Commodity Credit Cor- 
poration acquired more than 3 million hundredweight under the price- 
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support ——— Indications are that the carryover from the 1954 
crop will be 14 million hundredweight, most of which probably will 
be taken over by CCC in connection ‘with its price-support operations. 

Because of the abnormally large accumulations, acreage allotments 
and marketing quotas had to be proclaimed for the 1955 rice crop as 
required by law. Marketing quotas were approved by a 9 to 1 vote of 
rice producers in a referendum conducted late last month. The 1955 
rice-acreage allotment amounts to 1,859,000 acres. This is 24.7 percent 
less than the 1954 acreage. Still further reductions are in prospect 
if prices are to be supported at 90 percent of parity. If we are unable 
to compete pricewise on the world market for volume exports to the 
Far East, the reduction in acreage as compared with 1954 may exceed 
40 percent in 1956 or some later year. This would be true even if it 
is assumed that we will be able to hold our Cuban market and other 
export markets for premium quality rices at present levels based on 
our existing price-support programs. 

As directed by the Congress, I shall make a report by March 1 re- 
garding various two-price systems of price support and marketing 
which could be made applicable for rice. 

Agricultural Act of 1954: Last year when Congress enacted and 
the President approved the Agricultural Act of 1954, a new direction 
was established for the price-support activities of the Department of 
Agriculture. The Agricultural Act of 1954 will become fully operative 
with the harvest of the 1955 crops. Price-support levels for crops 
now being marketed are based on the old law, not the new one. There- 
i resent difficulties are not to be attributed to this new law. 

ore making the recommendations which were largely embodied in 
oan Aatioltinrel Act of 1954, we undertook the broadest, most com- 
prehensive review of agricultural price policy ever attempted. Partic- 
ipating were all major farm organizations, with membership in excess 
of 2 million farm families. Sharing their views with us were more 
than 500 agricultural scientists from all 48 of our State agricultural 
colleges and from a number of private research institutions. 

All of us, I am sure, recognize that it is not a-perfect law, but it 
does represent a big improvement over the mandatory 90-percent price 
support requirements that have prevailed under previous emergency 
wartime legislation. The Agricultural Act of 1954 reestablishes the 
vital principle of flexible price supports which will help keep our farm 
operations adjusted to the needs of our expanding economy, and at the 
same time minimize the need for production and marketing controls. 
J believe this is the best course we can take to achieve and maintain a 
balanced and fully productive agriculture. It is in the best interest of 
farmers. 

It is clear under the act that there will be no abrupt changes in levels 
of price support. The law provides for a gradual shift to the perma- 
nent provisions of the act. In this connection, the aim is to give sup- 
port at 90 percent of parity if producers keep supplies in line with 
demand. 

Price-support levels for 1955 crops: Price support for major types 
of tobacco remains mandatory at 90 percent of parity. 

The probable 1955 levels of support for other basic commodities 
under the Agricultural Act of 1954 are indicated as follows: 

59214552 
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Wheat price support for the 1955 crop will be 8214 percent of parity, 
or not less than $1.06 per bushel. This is equivalent to 95 percent of 
new or modernized parity. Support for the 1954 crop is at 90 percent 
of parity, or $2.24 per bushel. 

Cotton price support for the 1955 crop has not yet been announced, 
but indications at this time point to a support level of about 90 percent 
of parity. Support for the 1954 crop is 90 percent of parity, or 31.58 
cents per pound. 

Corn price support for the 1955 crop has not yet been announced, but 
available information on supplies indicates that minimum support will 
probably be in the middle or upper eighties. Support for the 1954 crop 
is 90 percent of parity, or $1.62 per bushel in the commercial corn area. 

Rice price support for the 1955 crop has not yet been announced, but 
if prospective supplies remain about as now anticipated, the level of 
support is expected to be near 90 percent of parity. Support for the 
1954 crop is 90 percent of Lorie or $4.92 per 100 pounds. 

Peanut price support for the 1955 crop will probably be at or near 
90 percent of parity, in view of the relatively short supplies this year. 
Support for the 1954 crop of peanuts is 90 percent of parity, or 12.2 
cents per pound. 

H. R. 12 and the similar bills that have been introduced would re- 
establish on a mandotory basis price supports for basic commodities 
at 90 percent of parity. Passage of this bill would reestablish the 
legislation which got us into our present difficulties—difficulties from 
which we see hope of emerging under the 1954 act. It would deny to 
the American farmer the benefits of the much needed workable pro- 
es which the Agricultural Act of 1954 provides. It is my sincere 

elief that to set this act aside before it has had a chance to operate 
would be a grave and costly mistake. It might set back for several 
years our progress toward more farm prosperity. 

Some questions and answers: Now I would like to answer several 
questions that have been asked of me on a number of occasions— 
questions which may also be in the minds of the members of this 
committee. 

One question is this: Haven’t farmers long shown their preference 
for 90 percent of parity in referendum votes on marketing quotas for 
wheat, cotton, rice, peanuts, and tobacco? Since they have shown by 
their votes that they are willing to accept controls to get 90 percent 
of parity, why not assure them, by law, that they will get it? This is 
a very pertinent question, and it deserves a full answer. 

In the first place, while it is true that farmers favored quotas for 
each of these basic commodities, it does not follow that this represents 
a clear-cut endorsement of high rigid price supports as contrasted with 
a program offering more flexibility. F lexibility of prices was not an 
alternative in these votes. If farmers had voted against the quotas, 
price support would have been at only 50 percent of parity and they 
een have had to stay within their allotments to get support at that 

evel. 

Corn is one commodity for which farmers did have an alternative 
which offered some real flexibility. For corn they could get 90 percent 
of parity by staying within their allotments. Or they could overplant 
if they wished, without paying a penalty, and forego price support. 
Corn farmers did not vote with ballots, they voted with their corn 


a I 
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planters. This past year only about 40 percent of the farmers com- 
plied with their corn allotments. 

Under the Aquentaes Act of 1954, farmers can get price support 
at 90 percent of parity, but supplies must be kept in line if they are 
to get it. The responsibility is on the farmers, on their representa- 
tives in Congress and on their Secretary of Agriculture. If we should 
give a flat guaranty of 90 percent of parity, as H. R. 12 proposes, we 
would undercut the incentive to keep supplies in line. 

If price support is mandatory at 90 percent of parity, acreage allot- 
ments could be increased, production controls could be suspended, and 
CCC inventories could continue their upward climb without affecting 
the level of price supports. 

But under the Agricultural Act of 1954, anything that boosts the 
supply beyond a certain point has the effect of lowering the level of 
price support. This is the most powerful incentive for responsible ac- 
tion that I know of. Many of the difficulties under which we now 
labor, particularly for wheat, may be traced to the fact that for many 
years this powerful incentive for helping to keep the farm programs in 
balance has been lacking. 

If mounting supplies mean lowered rice support, farmers will be 
less likely to press for increased allotments, legislators will look with 
greater concern on mounting supplies, and administrators will be 
guided more by what is sound cud ess by what is expedient. We all 
ought to welcome legislation which is conducive to the responsible 
conduct of our farm program. 

Another question Seatientin asked is, would reduced prices cut pro- 
duction and increase consumption ? 

In answering that, I first want to make two points clear. 

No. 1 is that the Agricultural Act of 1954 has high price supports 
as an objective—it embodies the highest peacetime levels of price sup- 
port ever written into permanent legislation. Only if supplies get out 
of line does the level of price support decline. 

The second point is that price changes will not have sole responsi- 
bility for bringing about needed changes in production and consump- 
tion. Se far as production is concerned, acreage allotments and 
marketing quotas will be retained and will work along with price 
in bringing about needed adjustments. As regards consumption, we 
have our surplus disposal authorities, our marketing, merchandising 
and en programs to work hand in hand with price to move 
supplies, 

See a lowered price reduce production? The answer is “Yes.” 

The full effect of a lowered price is obscured by a number of factors. 
One is the length of time required to shift production. In hog and 
poultry production the change can come fairly quickly, since increased 
marketings can come rapidly. In specialized wheat areas the change 
comes slowly because the whole farm organization must be changed. 

If other prices are attractive, a lower price for a given commodity 
will bring the reduction easily. For example, when beef prices were 
high, dairy production dropped sharply. If prices of alternative 
products are also low, or if there are no good alternatives, production 
will be affected only a little by the reduced price. This has been true 
of dairy production in the cutover region of the Northern Lake States. 
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If farmers expect the reduced price to prevail for a considerable 
time, there is a decisive cutback. If they think the lower price is 
temporary they may continue producing for a time, as was the case 
for beoflets Jast summer. 

It has been found that in the absence of controls, if the price of 
cotton changes 10 percent, the acreage of cotton the following year 
changes about 2 percent in the same direction. If the new level of 
price persists for several years the response is sharper. Wheat acre- 
age responds in a similar manner. 

The second half of the question relates to the effect of a lowered 
price on consumption. Here again the answer is obscured by complex 
factors such as the need which the consumer feels for the article, the 
behavior of the marketing system, and the availability of alternatives. 

I have heard the argument that there is only 25 cents worth of cot- 
ton in a dress shirt costing perhaps $3 or $4, and lowering the price 
of cotton will not result in appreciably lowering the price of the shirt 
or increasing the volume of purchases. But it may cause manufac- 
turers to shift from synthetics to cotton. And it may stimulate the 
use of cotton for a variety of other products. 

I have heard that there is only 3 cents worth of wheat in a loaf of 
bread which costs possibly 20 cents and that reducing the price of 
wheat will not result in a reduction of the price of bread, or increased 
bread consumption. But reducing the price of wheat will open an 
outlet for exports and livestock feed. 

Price is a powerful influence to guide production and consumption. 
It has not been legislated out of existence. 

Another question sometimes asked is this: Suppose we agree that 
flexibility in price supports is a good principle; is there enough flexi- 
bility in the Agricultural Act of 1954 to be really helpful 

Frankly, the flexibility is limited. While the law provides price 
supports on a flexible scale between 75 and 90 percent of parity, the 
legislation is intended to operate so as to give support, over the 
years, well toward the upper range of this scale. There would be 
relatively small changes in price-support levels from year to year 
if the law is permitted to operate as intended. These smalb changes 
would have limited effect on production. The effect of this flex- 
ibility on marketings might be considerable, however, if a small 
change should bring our price to a level which would open addi- 
tional export outlets or encourage additional uses. 

Most important, if supply gets badly out of line, as for wheat at 
present, a substantial amount of flexibility is available—enough to 
have an appreciable effect on production and marketings. 

It is now almost 10 years since the end of World War II. It was 
to stimulate production for wartime needs that the Congress pro- 
vided mandatory price supports at 90 percent of parity. The inap- 
propriateness of continuing, in time of peace and plenty, a program 
designed for war and scarcity has been recognized by the Con ress. 
Nothing has happened since last summer which would place hich, 
rigid, mandatory, wartime price supports in a more favorable light 
than was then the case. On the contrary, our rising stocks and our 
mounting costs, both associated with the old law, emphatically en- 
dorse the action taken by the last session of the Congress. 

The program endosed by the 88d Congress was developed on a 
nonpartisan and bipartisan basis. The use of the flexible principle 
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in peacetime has been endorsed by both major political parties, by 
the former occupant of the White House, and by Secretaries of 
Agriculture for 20 years. The high farm prices during the 10 years 
following Pearl Harbor were caused by the inflation of war and 
the insatiable wartime demands for food and fiber. Rigid supports 
offered by the Congress as an incentive to maximum production were 
not the major cause for these wartime prices. During this period the 
price ratio averaged not 90 percent but 108 percentof parity. = 

We clung to the old law long after it had demonstrated its inabil- 
ity to meet the problems of a peacetime agriculture. Let us at least 
give this new law a chance to operate before we pass judgment upon it. 

The dairy picture is brightening: I now turn to a discussion of 
dairy price supports, as requested by the committee. 

When I last appeared before this committee, on May 5, 1954, the 
dairy picture was dark indeed. The promotion program was just 
getting underway, and its effect on consumption had not yet been 
fully felt. Butter stocks stood at 360 million pounds and were grow- 
ing daily. We were worried about the condition of those stocks. I 
said at that time, and I based this on the best estimates we were able 
to make “* * * there is the strong possibility that we might, in the 
absence of any disposal plan, have on hand, a year from now, approxi- 
mately twice our current supply of butter.” We discussed a variety 
of domestic cut-price disposal plans, all of them objectionable. Luck- 
ily, I was too cautious to endorse any of them and you were too astute 
to urge them upon me. 

My apprehension has proved greater than it should have been. I 
underestimated the ability of the new level of price support to bring 
about a better adjustment and I underestimated the resourcefulness 
of the dairy industry. 

Today there are new signs of health and vigor in the industry. 

In January of 1955, farmers received 84 percent of parity for all 
milk, which 1s only 2 points below the level that prevailed last spring, 
when price supports were still at 90 percent of parity. In January 
both butterfat and milk for manufacturing were selling slightly 
above the announced support level. 

Per capita consumption of butter increased 5 percent during 1954. 
The bulk of this increase came late in the year, as a response to the 
new support level and promotional activities. A survey undertaken 
jointly by the American Dairy Association and the Department of 
Agriculture shows that during the 9-month period, April to Decem- 
ber 1954, butter purchases by householders were up 12 percent over 
1953. For December the increase was astounding, 25 percent above 
a year earlier. 

Per capita consumption of fluid milk increased slightly. The same 
was true for cheese. Total consumption is up even more, because of 
our growing population. 

Milk production is leveling off, In both December and January 
it ran 1 percent below a year ago. This change, after 2 years of sharp 
increase, is indicative of a better balance of supply and demand. 

Numbers of milk cows on farms January 1, 1955, were down 1 
percent from a year ago, 

We are buying some butter—7.5 million pounds in January com- 
pared with 28 million a year ago. In December the Government 
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bought not a single pound of butter, the first full month in 2 years 
in which no purchases were made. 

Unsold supplies of butter have been reduced from a peak of 467 
million pounds last summer to the present figure of 262 million pounds. 
Supplies are now less than they were a year ago. 

Altogether CCC disposed of 1.5 billion pounds of dairy products 
last year, more than four times as much as in 1953. This has been 
accomplished without disrupting our regular marketing machinery. 

Full credit goes to this committee and the Congress for helping to 
broaden our disposal authority and for the new $50 million milk-for- 
school-lunch program. ‘These actions have helped prevent the ac- 
cumulation of dairy products and have expedited the disposal of the 
stocks we had. 

We have announced the price support levels for the marketing year 
which begins April 1. Price supports for udderfat and for milk for 
manufacturing will be at the same dollar-and-cents level as at pres- 
ent; butterfat at 56.2 cents per pound and manufacturing milk at $3.15 
per hundred pounds. These prices represent a higher percentage of 
parity for the 1955-56 marketing year than the current 75 percent 
level, because of a reduction in the parity index and a modernizing 
change in the method of calculating the equivalent parity price for 
manufacturing milk. Butterfat will be supported at 76 percent of 
parity and manufactured milk at 80 percent. 

On January 3. as requested by the Congress, I submitted a report 
on alternative methods of controlling farm milk production and sup- 
porting prices to farmers for milk and butterfat. This report was 
factual and contained no specific recommendations. 

I now wish to make a recommendation, namely that we continue 
the present basic law. This law requires price support for dairy 
products at such levels between 75 and 90 percent of parity as are 
necessary to assure an adequate supply. Through the flexibility pro- 
vided by this law and through merchandising and promotion the dairy 
picture has been changed, in less than a year, from one of gloom to 
one of hope. 

This is not the time to rock the boat. 

Our study shows that raising the price of dairy products 5 percent- 
age points, whether through Government or through a program oper- 
ated by the dairy industry, would increase milk production by a bil- 
lion pounds, decrease consumption by a somewhat larger amount, 
and cost the agency which undertook the operation approximately 
$125 million. Worse still, it would cancel out much of the beneficial 
effect of the program of merchandising and promotion which are 
having an increasingly helpful impact. 

I pledge, as always, my earnest effort to administer effectively the 
laws passed by the Congress. I think the price support laws we now 
have for basic commodities and for dairy products are in general good 
laws and should be given a chance to operate. 

I share fully the view expressed by President Eisenhower in his 
state of the Union message of January 6, 1955: 

Agricultural programs have been redirected toward better balance, greater 


stability, and sustained prosperity. We are headed in the right direction. T 
urgently recommend to the Congress that we continue resolutely on this road. 
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Thank you very much, Mr. Chairman. There are a few charts at 
the end of this statement. I will not take time to discuss them. I 
have already taken a lot of time. 

The CuatrmMan. We thank you, Mr. Secretary, for this very well- 
prepared statement. 

Secretary Benson. Thank you. Could the charts be made a part of 
the record ? 

The Cuairman. Yes, sir; without objection they will be made a part 
of the record. 

(The charts are as follows:) 
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Projected use of foreign currency during first year’s operations under title I, 
Public Law 480° 








Millions of | 
dollars 


| 


Percent 





Reimbursable for United States use: 
Payment of United States obligations - ---- 
Procurement of military equipment for Un‘ted States forces 
Nonreimbursable for United States use: 
Agricultural trade development 
Purchase of strategic material. - - --- 
International educational exchange 
Purchase of goods for other countries 
Other United States uses 
Other nonreimbursable uses: 
Procurement of military equipment 
Loans for multilateral trade and economic development 


45. 16 | 
37.0 


et et 
-y 


oa NOW SOS Cf 


16.8 | 
39. 4 
4.3 
98 | 
14.1 


_ 
=~ 


42, 46 
128. 58 | 


337.6 | 


SPP PR 


or 





5 
o 





1 Figures based on status of negotiations as of Jan. 14, 1955. They are, therefore, subjeet to change. 


Quantities of surplus foods donated for domestic and foreign use, fiscal year 1954 
and estimated first half fiscal year 1955 


{In millions of pounds] 
| 


Total distribu- 
tion 


Foreign distri- 


Domestic bution 


i _—— 
Schools 


Institutions es Needy persons 


Commodity ist half 


fiscal 
year 
1955 


Fiscal 
| ist half year 
fiscal 

1955 


Ist half 
fiscal 
year 
1955 


| 
1 | Fiscal | 


i 


16.0 
12.0 
11.0 
7.4 
11.0 
7.1 
1 | 


64. 6 


38 
CnwNontase 
— 


OF ee BD 
oS BSERS 
coroooor 


~ 
= 
= po Ge 


Beef and gravy..._- 
Dry beans 
Shortening !_..____. 


NOPE oe 
aAoancrh 


~ 

>| oS SBese 
o moowese | 
_ 

= 

oo 

= 

oa 

ow 

N] See rpooo 
aleakehooe 


ou 
—_= 











tN 
= 
o 
& 
no 











1 Includes cottonseed oil. 
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Disposition commitments of CCC commodities Jan. 1 through Dec. 31, 1954 


A. Commercial sales (to private United States trade) : 
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The Cuairman. Mr. Secretary, I would like to ask you a few ques- 
tions. The first is, if you believe in the flexible supports program, 
why was it that you held the price supports program on dairy prod- 
ucts at the highest level allowed by law for 14 long months when you 
first came into office ? ; 

Secretary Benson. I do not remember the exact number of months. 
I assume the 14 months figure is correct. During that time we were 
studying this whole problem. As you know, we had representatives 
of the dairy industry in a good many times, all segments of the 
industry. We were very anxious to see if we could develop a program 
that would be better than the one that was then on the books. In other 
words, we were anxious to see if we could develop any improvement 
in the program that then existed. As you know, we made a rather 
considerable study of it. 

Our National Agricultural Advisory Commission also gave a lot 
of study tothe problem. We did not find a better solution. 

The CHarrMan. Well, if you believed also in lowering price sup- 
ports gradually, as you now say you do, why did you not lower the 
price supports on dairy products gradually from 90 to 75 percent 
rather than to do it all at one time on April 1, 1954? 

Secretary Benson. It was in April, I believe, 1954. There were 2 
reasons, of course—2 compelling reasons—for adjusting these sup- 
port levels on dairy products. 

One was the economics of the situation. 

The other was the legal requirement. 

Our Solicitor, and also at least one opinion outside of the Depart- 
ment, indicate that under the law I was required to lower the supports 
to a level that would bring forth adequate production. And with 
the grade of stocks then in storage, with the prospective production, 
as near as we could estimate it, it appeared that we would get ade- 
quate production of dairy products with the supports placed at 75 
percent. 

On the other hand, I thought that it was in the long time best in 
the interests of the dairy industry to move in that direction. So 
there were two impelling reasons. 

The CHarrman. You said it took you and your associates 14 months 
to make up your minds with regard to the level of the price supports 
program. It certainly did not take your Solicitor 14 months to read 
the law and tell you what the law indicated, did it ? 

Secretary Benson. We have a good Solicitor and he usually makes 
up his mind rather promptly. 

The Cratrman. You do have a good Solicitor. I congratulate you. 

Secretary Benson. Thank you. 

The Cuarrman. I know that it would not take him 14 months to 
read the law because he helped us write that law. 

Secretary Benson. As I pointed out earlier, all during this period 
we were devoting a good deal of time to the study of the overall prob- 
lem, the dairy problem. We were hopeful that we might come up 
with a program that would be more effective and more workable and 
better for the dairy farmer than the one written into the legislation. 

When we reached the conclusion that we were not able to find a bet- 
ter plan then, of course, the question faced us, where are we going to 
set the support level. That is when the question of the legality came 
to the forefront. 
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The Cuarrman. You did all of that by one administrative order? 

Secretary Benson. We made the adjustment from 90'to 75 percent. 

The Cuairman. If that action that was taken by you was good for 
the dairy farmer, by the same token similar action in your opinion 
would have been good for the producers of the basic commodities, 
would it not? 

Secretary Benson. Well, of course, I pointed out that there was a 
legal reason why. 

The Cuarrman. For the same reason ? 

Secretary Benson. I thought that we had to move in the direction 
of the lower supports level for dairy production if we were going to 
move the products into consumption. And experience has proven that 
to be the case. 

The Cuarrman. The same principle would be applicable to the basic 
program, would it not? 

Secretary Benson. The question of the legality of it—there is noth- 
ing written in the law which says that you have to set the supports 
level at a point that will bring forth adequate production. 

The Cuarrman. I want to get this straight. You had no right nor 
authority to drop the price supports program on the basic commodi- 
ties in 1954 because it was fixe br law, but I am going to your reason- 
ing about it, but had you at that time been given a program of flexible 
price supports, you would have lowered the price supports program 
on the anne commodities just as you did on the dairy products, would 
you not! 

Secretary Benson. I would not. 

The Cuarrman. Why not? 

Secretary Benson. Not necessarily. What I would do in each case 
would be to study each commodity and do the thing that I thought was 
best for the producers of those commodities. 

The CHatrman. You know now that wheat was in a bad position ? 

Secretary Benson. That is right. 

The Crarrman. On April 1, 1954? 

Secretary Benson. Yes. 

The Cuarrman. You say that if you had then possessed the au- 
thority to have lowered the price supports program you would not 
have lowered it as you did on dairy products? 

Secretary Benson. I did not say that. I simply indicated that if I 
had the authority which, of course, I do not have because the basic 
commodities are tied to a formula, but if I had had the authority I 
would have appraised each commodity individually and then I would 
have done the thing that I thought was best for the producers concerned 
within the authority granted me by the Congress. 

The Cuarrman. Well now, you did appraise the situation and you 
did recommend a flexible support program from 75 percent of parity 
to 90. percent of parity on the basic commodities program, did you not— 
that was after you had appraised the situation and had studied it and 
all.of the legal applications of the program. You were somewhat 
disappointed when the compromise of 8214 percent was approved by 
Congress, were you not? 

Secretary Benson. I felt originally—in fact my recommendations 
were that we permit the 1949 act to go into effect which provides for 
flexibility from 75 to 90 percent. 
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The Cuamman. That is right. Now then when they presented the 
8214 percent proposition on the floor of the House that was not your 
program, was it 

Secretary Benson. I wasa party to that. 

The CuarrMan. You were what ¢ 

Secretary Benson. I felt it was a move in the right direction. 

The CuarrmMan. A move in the right direction ? 

Secretary Benson. Yes. 

The Cuairman. To move up from 75 percent to 8214 percent? 

Secretary Benson. Yes, it provided 

The Cuarrman. If that was a move in the right direction, why not 
go up to 90 percent ? 

Secretary Benson. I mean, it provided for some flexibility, so it 
was a move in the right direction. 

The Cuarrman. In other words, you accepted that because you could 
not get the 75 percent through, is that not true ? 

Secretary Benson. Well, most of our legislation is somewhat of a 
compromise. 

The CHartrman. So you admit now that that was a compromise— 
it is a 50 percent compromise from the position you had previously 
taken, is it not ? 

Secretary Benson. I had recommended the 1949 act which provides 
for 75 to 90 percent. 

The Cuatrman. During this whole 14 months that you held the 
dairy products at 90 percent parity you were making speeches through- 
out the country denouncing price-support programs, were you not? 

Secretary Benson. I discussed the farm problem rather broadly 


throughout the country; that is right. And I pointed out some of the 
weaknesses that I felt existed in the high rigid-supports program 
which was intended as a war program when it was inaugurated. 

The Cuarrman. And urged that the price-supports level be lowered 
to 75 percent, did you not? 

Secretary Benson. No, I did not ae that but I simply urged a 


flexible program and at the same time I also pointed out that it was 
the recommendation that there be a set-aside provided in legislation 
that would tend to ease the adjustment. 

The Cuatrman. Well, now if you were trying to accomplish the 
objective that you had in mind, why did you not approach it forth- 
rightly, rather than to provide this subterfuge which is referred to as 
the Sot- asi, and you know that is a subterfuge and a fraud, do you 
not ¢ 

Secretary Benson. No, it is not a subterfuge. 

The Cuatrman. To set it aside and pretend that you do not have it. 

Secretary Benson. What is that? 

The Cuarrman. To set it aside, 4 million bales of cotton, and close 
your eyes and pretend that you do not even own it? 

Secretary Benson. We do not pretend any such thing, and we know 
that we do own it. 

The Cuarrman. You know that you are paying storage every day. 

Secretary Benson. The purpose of it was to permit the transition 
from a high rigid emergency program that had been permitted to 
operate 10 years after the emergency had ended to a peacetime flexible 
program with a minimum of shock and adjustment in any one year. 
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The Cuarrman. The Government does not even own 4 million bales, 
jess than 2 million, and yet you provided a set-aside. 

Secretary Benson. We probably will soon own 7 million. 

The Cuamrman. You would not if you maintained the price above 
the supports level. You do not own it now. You own less than 2 
million bales, and yet you provided and we approved your set-aside 
provision for 4 million bales. 

Secretary Benson. Of course, these loans will mature as you know 

this summer, and then we will be required to take over a greater 
— 
The CuHatrman. You would not be required to do so if you main- 
tained the price-supports program, but if you lowered the price you 
know you will get 7 million bales or more, is that not true? And 
your program contemplates boldly to reduce the price of cotton and 
to reduce the price of wheat and all of the other basic commodities, 
does it not ? 

Secretary Benson. Our program simply provides for the machinery 
whereby we can move in the direction that will permit an expansion 
of markets and permit these commodities to move into consumption 
which is the purpose of production. 

The Cuarrman. That all adds up to a lower price, does it not? At 
the farm level, and you say in your statement that if you lower the 
price of cotton, the manufacturer might leave the synthetic fiber and 
go to manufacturing cotton goods. 

Secretary Benson. I feel in all of our operations we must be com- 
petitive if we are going to retain our markets, and that applies both 
to cotton and to every other farm commodity. There is no satisfactory 
substitute for markets. Do you know what happened to one segment 
of the market that was lost when we lost, what was it, 1 million bales 
that used to go into the tire cord? It has been taken over by a com- 
peting product. 

I do not want to see our farmers lose markets. I would rather see 
them take some adjustment in prices then to lose their markets. 

The Cuamman. Let me go back to my original proposition. Is not 
the very purpose of adjustment of the program, that you visualize, the 
lowering of farm prices ? 

Secretary Benson. No, that isnot theonething. Eventually, it will 
result in more income to the farmers. 

The Cuarrman, I know, but initially the first step that you would 
take if we gave you the authority, would be to lower the prices even 
Lelow 8214 percent of parity. 

Secretary Benson. That would depend on supply and demand con- 
ditions, of course, Mr. Chairman. 

And every commodity would have to be handled on its merits and 
sized up on its merits because you know it is not only a question of 
price, Mr. Chairman. It is a question of price times quantity that 
1s moved that determines farm income. 

The Cuarrman. Yes, but the price depends upon that—price is very 
important to the farmer. 

ecretary Benson. Of course, it is important but volume is also 
important. 
e CHatrMan. What? 

Secretary Benson. I say that price is important but volume is also 

important and not only to the farmer but to the whole community. 
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The CHarrman. You have proposed lowering the prices of farm 
commodities at a time when general farm income is on the downgrade. 
You are aware of that, are you not ? 

Secretary Benson. No, I have not proposed a lowering of farm 
income. I have made no such recommendation overall. 

The Cuairman. The lowering of commodity prices ‘ 

Secretary Benson. On all prices. 

The Cuarrman. You do not propose to lower the prices ! 

Secretary Benson. I have made no such recommendation for a gen- 
eral lowering of prices. My interest is to see the farmer get all of the 
income he can, but to get it in a way that it will last and not support 
a program that will eventually break down of its own weight and 
result in a greater cutback in his acreage, which will reduce his income. 

The CuHarrman. Let me take your own figures. I want to quote 
them again. I quoted them last fall in different places, and you said 
the figures that ] used were ridiculous. You come here this morning 
and use the very figures that I used, to wit, that the price-support 
program to the Commodity Credit Corporation on the basic com- 
modities will cost the Government slightly more than $1 billion. You 
used the figure of $1,100 million. I used the figure of $1,375 million. 
You said that was ridiculous. What are the facts? 

Secretary Benson. Well, we made a study, as you know a year ago. 
I directed that our technicians make a study of the cost of this whole 
program of agricultural support, agricultural price support and 
stabilization. ‘The study was made. It has been released. It depends 
upon which part of the program you are talking about. 

The Cuarrman. You do not have to make a study of it. I quoted the 
figures from your own Department but I have your own publication 
with me. Now you come and put the figures in here and say it was $1 
billion, for a long-range period of 20 years, which this horrible price- 
support program has cost the taxpayers of America. 

Secretary Benson. I also quoted some other figures, Mr. Chairman; 
] tried to give the whole picture. 

The Cuatrman. I am now talking about the price-support program. 
I have always studiously used the Commodity Credit Corporation 
price-supports program figures, not the giveaway program, not the 
a in the interest of foreign aid. If the figure is correct, we 

ave supported and maintained the farm income over a period of more 
than 20 years at the inconsequential cost of slightly more than $1 
ve ar Do you say that program has been expensive or burdensome 
or bad ? 

Secretary Benson. Mr. Chairman, the income to agriculture, par- 
ticularly during the last 10 years, has not been due to the stabilization 
efforts of the Commodity Credit Corporation. Prices have been well 
above 90 percent, as I pointed out. They have averaged 108 percent. 
a has been due to the insatiable demands of war and wartime in- 

ation. 

The Crarrman. Do you not think that the price-support program 
has been very comforting to the farmers? 

Secretary Benson. Well, I think it has been more comforting, 
probably, until they come to understand it a little better. I think they 
can see now it is leading them into trouble. 

The CHatrman. See what? 
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Secretary Benson. I think they realize now that if we continue on 
the present course it is leading into trouble. 

The Cuarrman. Are you blaming the farmers for the situation they 
now find themselves in ¢ 

Secretary Benson. Of course, I am not blaming the farmers. 

The CuarrmaAn. You know full well that the farmer who produces 
the basic commodities has invariably followed the advice of the experts 
of the Department of Agriculture including yourself and your pred- 
ecessors. Every time they have been called upon in a referendum, to 
express their views, they have freely expressed their views and in 
recent years they have consistently approved these reduction programs. 
That is, the reductions in acreage. How could you expect them to 
continue to reduce acreage in an effort to bring supply in line with con- 
sumer demand when you are lowering the inducement which is offered 
to them at a time when they go to express themselves in a referendum ? 

Secretary Benson. I think, Mr. Chairman, that the Government has 
the moral obligation to help the farmers of the country find a sound 
peacetime program. I have felt that for a long time, because we urged 
allout production during the wartime. We urged them to gear up 
their production toa maximum. They responded magnificiently. 

At the same time in these referenda that have been held from time 
to time they are not voting on the question whether they prefer a rigid 
program or a flexible program. They are voting on the question of 
whether or not they would have a support program at 50 percent or a 
support program at 90 percent. 

The CaatrMan. That is right. 

Secretary Benson. The question of flexibility was not the issue. 
Had a program—had they had an opportunity to vote on the question 
of a continuation of rigid supports or of flexible supports I think 
that the vote would be much different. The corn people had such an 
opportunity, at least, they have the opportunity to move away from 
the 90 percent support without penalty and they did move away, not 
in a referendum, but as I pointed out that through their corn planters. 

The Cuarrman. You think that the support level is not a very im- 
portant factor in determining the farmer’s wishes in the matter? 

Secretary Benson. I think that the important thing is that the 
farmer have an opportunity to make his own decisions on his own 
farm to produce the thing that he thinks will bring him the greatest 
income, to have a maximum of freedom, and yet to have some support, 
but I do not think that the support level in peacetime should be geared 
in a manner so that it becomes the price. 

The Cnarmman. Well, now, that is a very fine statement that you 
have made, that you believe that a farmer should have the right to 
plant whatever he wants to plant on his own farm, and yet you, by 
executive order, took charge of all the various acres in your cross- 
compliance pean and sought to deprive the farmer of the right 
to do just what you say he should have a right to do, is that not true? 

Secretary Benson. Of course, we have certain obligations under the 
law, Mr. Chairman. Wetried tocarry out the law. In addition there 
is some moral obligation, I would assume, on the person who cuts back 
his acreage that there be some protection on the person who does not 
have any support program. It was an attempt to meet that. 
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However, I am trying to say to you that we did eliminate the cross 
compliance and we did it for a number of reasons. I think it was a 
wise move. 

The Cuarrman. It was a wise move to eliminate it? 

Secretary Benson. I think it was. Whenever possible I will move 
in the direction of giving the farmer less control and more freedom. 

The CuatrmMan. Let us get right down to it. Do you or do you not 
favor these adjustment programs that we refer to as acreage-allot- 
ments and marketing-quota laws? 

Secretary Benson. I approve very heartily the program which was 
passed by the 83d Congress. It provides for loans and for storage and 
also for a flexible support program. 

The Cuarrman. You talk about the 83d Congress law as if there 
were something new about it. 

Secretary Benson. There is little new about it. Of course, there 
are some new provisions in it. 

The Cuarrman. What is there in the law that you can claim credit 
for other than for a modification of the mandatory price-support pro- 
gram? Every other thing has been on the books for years. Every 
other program was flexible except those on the basic commodities. 

Secretary Benson. The question of credit does not worry me. 

The CHarrman. Credit? 

Secretary Benson. No, I mean I do not care who gets the credit. 
All I am interested in is a sound program for the American farmers. 

The CHatrmMan. You admit then that the law now on the books as 
of today is a good, sound farm program for American agriculture ? 

Secretary Benson. I think the law passed by the last Congress 
which embodies essentially the act of 1949 and also provides for some 
new provisions, such as the set-aside, is a sound piece of legislation. 

The Cuarrman. In other words, you are satisfied with the farm pro- 
gram we now have? 

Secretary Benson. I do not suppose I will ever be satisfied, Mr. 
Chairman, as long as I think that there is any inequity, and as long 
as I think there is an opportunity to improve the farm program—I 
will be interested in seeing that improvement is made. 

The Cuatrman. Let me come back to this. 

Secretary Benson. I do feel that we have made progress in the legis- 
lation passed a year ago. 

The Cuatrman. Do you approve the cotton program that we now 
have in operation—the acreage allotment and marketing quota law? 

Secretary Benson. Well, the acreage allotment and marketing 
quota law is also a part of the program passed by the last Congress. 

The Cuarrman. They have been a part of the Federal law for many, 
many years. 

Secretary Benson. Yes, that is right, for a long period. 

The Cuatrman. Do you approve it? 

Secretary Benson. Yes, I think it can be very useful—very helpful. 

The Carman. All right, do you approve the wheat program ? 

Secretary Benson. So far as the storage provisions and the laws are 
concerned, yes. 

The CHatrrmMan. How about the acreage ? 

Secretary Benson. It has a stabilizing effect. 

The CuatrMan. What part of the program do you not approve? 
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Secretary Benson. Well, I had hoped I had made that clear. I 
think we need to get some flexibility into the support program. 

The CuHatrman. All right. In other words, your only complaint 
about the present program as it exists today is that it does not give 
you enough flexibility in fixing the price level ? 

Secretary Brunson. Well, that is one of the very important parts, 
of course. I do feel that the broadened authority which was provided 
for the disposal of surpluses, Mr. Chairman, which is new is very 
helpful and very necessary in view of the heavy stocks we have on 
hand. That is already in operation, as you know. 

The CuHatrman. Well, now, had your administration and former 
administrations used the law which Congress had provided we could 
have reduced the production of wheat and cotton and the other com- 
modities, could we not? 

Secretary Benson. Well, I think there was sufficient justification 
in view of the supply conditions in 1952, to have imposed controls on 
the 1953 crops. It was not done, however. 

The CHatrman. All right. It was not done. I am not blaming 
you for that because you were not in office, but had your predecessor 
imposed acreage allotments and marketing quotas in 1952 he certainly 
would have minimized the surplus problem, would he not? 

Secretary Benson. Yes, I think that would have helped. 

The CHarrman. If we were to repeal all of these laws that we put 
on the books through the years which have enabled farmers to con- 
trol production, how on earth would you control production other than 
by lowering the price and starving the farmers to the point where 
they could not produce ? 

Secretary Benson. I have never advocated such a program. 

The CHartrmMan. I am just asking how else you could do it. 

Secretary Benson. I think the present program providing for con- 
trols and for loans and storage is a sound part of the program. I have 
not objected to it in any way. All I have advocated is that we get 
some flexibility into it as the Congress intended when they passed 
the basic legislation. 

The CuarrmMan. You say Congress 

Secretary Benson. Before the war. 

The Cuarrman. What do you mean Congress intended? Congress 
extended this law about 2 years ago. It just expired last January 
1955. 

Secretary Benson. Yes, but the basic legislation I am referring 
to, Mr. Chairman, in 1938 and again in 1949 provided for flexible 
supports. 

The Cuatrrman. Going back to as far as 1940 or 1938, all of it was 
in an experimental stage at that time, but by the time we had experi- 
mented with it in peace and in war, Congress continued it, and had 
consistently refused to let the 1949 law go into effect. 

Secretary Benson. Well, the whole matter of course was before the 
Congress last year. Certainly the farm problem was never debated 
and considered more than it was a year ago, then the Congress took 
action a year ago on it. 

The Cuarrman. That is right. And it was compromised action, 
was it not ? 

5921455 —3 
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Secretary Benson. The principle of flexibility was certainly re- 
stored. 

The CuatrmMan. Well now, if you had your wish in the matter you 
would still lower that 82.5 percent to 75 percent ; would you not ¢ 

Secretary Benson. You mean in the basic law ? 

The CuarrMan. Yes. 

Secretary Benson. Yes, I would. That becomes operative in 1956, 
as you know. 

‘The CuatrmMan. Yes, unless we do something. 

Secretary Benson. That gives more leeway. It does not neces- 
sarily mean that the support will be at 75 percent. 

The Cuairrman. No, but it will give you the right to put it at 75 
percent. 

Secretary Benson. If supplies are large. I will be guided by a 
formula in the law which Congress has provided. 

The Carman. If 75 percent is so good, why not make it 65 or 
50 percent—50 percent is the old law. 

Mr. Srupson. Will you yield ? 

The Cuarrman. Let him answer that first. 

Secretary Benson. I did not get the last part of it. 

The Cuatrman. I say, if you think 75 percent is a good minimum, 
is better than 82.5 percent, why not make it 65 percent, or why not 
make it 50 percent, which is in the old law. Then you would have 
real flexibility. 

Secretary Benson. It is not for me to say. The Congress writes 
the law, but I do think that you need flexibility. And 75 to 90 per- 
cent provides flexibility, not as much as it was in the 1948 act, I admit. 

The Caarrman. That is right. 

Secretary Benson. But it is the same as in the 1949 act. 

Mr. Stmpson. Mr. Chairman, I think in all fairness that the 1938 
law was one that called for supports on basic commodities from 50 
to 75 percent, and that should not be overlooked. Where you are talk- 
ing about 75 percent now as the minimum, in 1938 it was the maximum. 
Is that not true ? 

Secretary Benson. Yes, I think that is true. It was 75 to 90 per- 
cent which was embodied in the 1949 act. 

Mr. Srupson. The original basic act of 1938 called for supports at 
50 to 75 percent of parity. So 75 percent was the maximum then and 
not the minimum as you are talking now. 

Secretary Benson. That is right. 

The Cuarrman. That was when we were experimenting in the field 
of price supports. 

secretary Benson. We were not at war. 

The Cuatrman. You do know about the Steagel amendment that 
was adopted during the war? 

Secretary Benson. I do, sir. I was here at the time and it was 
intended, as I understood it, as a war measure. 

The Cuamman. If I understand it then you did not in the last 
session of Congress advocate the repeal of a single part of the farm 
program and you are not now, in this session of the Congress, advo- 
cating the repeal of a single law ? 
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Secretary Benson. I am simply advocating that we permit the 1954 
act to go into operation. 

The CuarrMan. That is right. And you mean you are advocating 
lowering the price supports to 75 percent? ry 

Secretary Benson. I am not advocating any position on price sup- 
ports except some flexibility. 

The Cuarrman. That is in the law ? 

Secretary Benson. That is in the law. part 

The Cuarrman. After January 1, 1956, you will have the flexibility 
that you have wanted all along, 75 to 90 percent. 

Secretary Benson. I would have that mandate. I would be very 
glad to be relieved of a lot of this responsibility to administer a pro- 
gram, then I would like to see that program as sound as we can 
make it. 

I think we made improvement in the program with the action of 
the Congress last session. 

The Cuairman. That is in the direction that you wanted to go. 

Secretary Benson. In the direction which we feel is in the best in- 
terests of the farmers. This is not my program. I would like to 
make this clear. We invited in the best talent we could find through- 
out agriculture in this country. We did not ask a man what his polit- 
ical affiliation was. We simply wanted to get the best answer. Then 
we had the bipartisan agricultural commission spend a lot of time 
on it. 

Out of that study came certain recommendations that went to the 
President as our very best judgment. And out of those recommenda- 
tions, at least in large measure, came recommendations to the Con- 
gress, and the Congress answered. And I think the action they 
took was a wise action. I hope I get a chance to help administer the 
program which they passed. 

I am sure it is not a perfect program. Maybe we will find there 
is need to come back to the Congress for clarification and improve- 
ments. 

The Cuatrman. To try to sum it up, the objective you sought was 
authority to lower the price of commodities if you determined that 
you should do so? 

Secretary Benson. Once again, the objective was not to lower prices 
to anyone. The objective was to have the flexibility in the program 
which would permit the support level to be set at a point which is 
best for the farmers in the long run. 

The Cuarrman. But it was flexibility that you sought ? 

Secretary Benson. Yes, it was flexibility. 

The Cuarrman. I asked you when you were here before if you had 
made any calculations as to cost to the farmer and the taxpayer of 
the lowering of the price-support program on the basic commodities 
from 90 percent to 75 percent of parity. At that time you had not 
made those calculations. 

Have you made them since then, so you can tell this committee 
es your proposal would cost the taxpayers and the farmers in 1 
year 





30 PRICE SUPPORTS FOR BASIC COMMODITIES 


Secretary Benson. In the first place, I am not proposing it. As I 
have said several times this morning I am not <p ba to lower 
the prices. I am not proposing to lower supports from 90 percent 
to 75 percent. 

The CuarrmMan. But you are proposing to us that we do not reenact 
the 90 percent and let the law of last year go into effect. 

Secretary Benson. Yes, I am proposing that we not continue a war- 
time program in peacetime ; that we get some flexibility. 

The Cuarrman. What you are advocating is the 75 percent flexible 
program as of January 1956. 

Secretary Benson. Simply asking for authority to set the support 
level somewhere between 75 percent and 90 percent depending on the 
level of supply. 

The Cuatrman. That is right. 

Secretary Benson. That does not mean that prices might not be 
above 90 percent. I hope they will be above. 

The Cuatrman. If that program were fully effective, do you not 
know that it would cost the taxpayers and the farmers more in 1 year 
than the entire cost of the price-support program on all basic com- 
modities in Commodity Credit Corporation has cost in 22 years? 

Secretary Benson. No, I do not accept that at all. In the first 
place, I think in the long run it will cost the Government less and will 
result in a greater income to the farmers. 

The CuarrMan. Suppose you drop cotton, right now, to 75 percent 
of parity 

Secretary Benson. Nobody is proposing that. 

The CHarrMan. Suppose you did, I say—it would cost the farmer 
about $25 a bale. 

Secretary Benson. I do not know. We would have to figure it out. 

The Cuarrman. And if you get 8 million bales in the loan, you 
know what it will cost the Government, $25 or every bale. That is 
$200 million in 1 year that it would cost the Government. 

Secretary Benson. It so happens, Mr. Chairman, that the world 
price and the support price on cotton today are about the same, and 
where you have a situation of that sort, it is much different than where 
you have prices pegged at a high level above the world market. This 
cotton is practically moving free now in world trade, because the world 
price is equivalent to the domestic support price. 

We have a good example in the case of American Egyptian cotton. 
The growers felt that they would not be able to recover world 
markets for their commodity unless they got the support level:down 
below 90 percent. And so of their own volition last year they came 
to the Congress and asked for permission to have their supports down 
lower so that they could compete in the world markets. 

There may be cases in which an adjustment downward would be in 
the best interests of the farmers, because the commodity then can 
compete in the market and a greater net income will result. 

The CuarrmMan. Just one further question. You said a moment ago 
that we would have to keep cotton on a competitive basis with syn- 
thetic fibers in our own country. Do you believe that you should keep 
cotton on a competitive basis in the world market ? 
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Secretary Benson. Well, that will depend on conditions. Of course, 
we would be guided very largely by the feeling of the industry in the 
matter. It is their commodity. We are set up simply to assist them. 

The CHarrman. What do you mean, the industry—farmers, Com- 
modity Credit, what? 

Secretary Benson. When I speak of the industry, I speak mostly of 
the farmer. He is the most important part of the industry—the whole 
cotton industry. And in all of our actions on cotton we have consulted 
with the producers and the handlers of cotton. And we will do so in 
the future under any type of price-support program. 

Mr. Jones. I had anterdena you to say that you believed that we 
had improved the basic law during the last session of Congress. I un- 
derstood you to say that. 

Secretary Benson. Well, yes. We added some new legislation. 

Mr. Jones. Does that mean that you would recommend a continu- 
ation of the same price-support program that we enacted and author- 
ized for this year, 82.5 to 90 percent ! 

Secretary Benson. No, I think the legislation which was passed by 
the 83d Congress should be permitted to go into effect, which would 
provide for the full flexibility in 1956. 

Mr. Jones. The way the law was written with the guaranty we have 
on some of the basic commodities we are not having an opportunity to 
see what the effect of the 82.5 to 90 percent would have during this year. 
And when it goes to 75 percent next year we will never have an oppor- 
tunity to see if what we passed last year will work. 

Secretary Benson. Your 82.5 percent will be in operation on the 
1955 crops. 

Mr. Jones. But I mean effective January 1, 1956, we immediately go 
down to 75 percent, do we not ? 

Secretary Benson. On the 1956 crops there will be flexibility down 
to 75 percent, if supplies are heavy. 

Mr. Jonzs. I had understood you to say that you thought we had im- 
proved the basic law in this last Congress and I thought that if we im- 
proved it that you would probably recommend a continuation of it. 

Secretary Benson. We improved it to the extent that we did intro- 
duce the principle of flexibility, and then we provided for a broadened 
authority for the movement of surpluses under the Trade Development 
Act. 

The Cuatrman. Mr. Hope. 

Mr. Hope. Mr. Secretary, while I would not want to be understood 
as agreeing with all of the conclusions in your statement, I think you 
have made a very fine statement of the position of yourself and the 
Department on price supports and a very fine review of the situation 
of agriculture at this time. I am sure that the statement will be very 
helpful to the committee. 

I do not intend to ask any considerable number of questions, but it 
occurs to me that in the cross-questioning that has gone back and forth 
here perhaps one thing should be emphasized, which is that the 1954 
act does not change the basic law except as for 1955, but the 1954 act 
does contain a great many provisions which do provide for a more 
gradual use of the existing law. In other words, it does away with 
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some of the hardships that I believe everyone agrees woud have 
occurred if we were to suddenly go to a flexible price-support pro- 
gram on the basic commodities from the 90 percent program which 
has prevailed. In other words, the provisions which relate to set- 
asides, the provisions which relate to the gradual going into effect of 
the new parity are provisions which are of assistance in preventing a 
too sharp reduction in the price supports which I believe we all agree 
would make it most difficult for the farmer. 

Secretary Benson. Yes; I recognized that. There are some new 
things, Mr. Hope. Also, there are some other refinements affecting 
special commodities. For example, potatoes had been thrown clear 
out of the program and they were brought in. A number of refine- 
ments have been added. 

Mr. Horr. There are a number of provisions of that kind, but ex- 
cept for 1955, so far as the act itself providing for a flexible price- 
support program, it does nothing. We simply revert to the 1949 act, 
which would have happened had there been no legislation. But it 
does provide for an easier transition to the flexible program ? 

Secretary Benson. That is right. 

Mr. Horr. I think that Mr. Simpson wanted me to yield. I will 
yield to him for the time being. 

Mr. Stmpson. I understand that the basic commodities constitute 25 
percent of the farmer’s income; is that correct? 

Secretary Benson. Actually, 23 percent is the calculation we used. 

Mr. Stmpson. That brings me to this statement. My experience on 
this committee, after reading back on the farm legislation from 1934 
on, where the Supreme Court threw out the contracted acres—out of 
about 8 pieces of legislation on the basic commodities, there has not 
been 1 of them except the school-lunch program and the soil-conserva- 
tion program that has ever actually been left in long enough to find 
out whether it would work or not. 

I can well appreciate your position when you change on this one to 
see whether this present 1954 law works. I am frank and truthful in 
that because I voted rigid last year. That is all. 

Secretary Benson. Thank you, sir. 

Mr. Horr. Mr. Secretary, in that statement that the basic commodi- 
ties comprise only 23 percent of agriculture production, do you in- 
clude corn in your computation—I am just asking that for information. 

Secretary Benson. As I understand it, Mr. Hope, I would have to 
check to be absolutely sure, that is income from farm marketings. So 
it would include only the corn that was sold off the farm. You cannot 
measure it 100 percent accurately. It does give some indication, 
however. 

Mr. Horr. So far as corn is concerned, it is a very small part of the 
corn, about 15 percent that actually goes to market; it is not? 

Secretary Benson. It is cash farm receipts, that is what it is. Of 
course, a good part of the corn moves to market in livestock. 

Mr. Horr. So far as corn is concerned, you would have to increase 
that by the value of the amount of the corn that is consumed, which 
would be a considerable amount, something like 2.5 million bushels, 
just to think of it roughly. 
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Secretary Benson. Yes. 

Mr. Harvey. Will you yield? 

Mr. Hops. I will yield in just a moment. I do see the time slipping 
by, Mr. Chairman. Mr. Andresen has asked me to make a request 
for him that he be permitted to direct some written questions to the 
Secretary on the milk program. I assume that there will be no objec- 
tion to that request. 

I would like to make that request before I yield. 

The Cuarrman. I assume that is agreeable to you ? 

Secretary Benson. That is agreeable, Mr. Chairman, if it is your 
wish and Mr. Andresen’s. 

Mr. Horr. Mr. Andresen was called away by a meeting with some 
constituents. He asked me to make that request. I will be glad to 
yield to Mr. Harvey. 

Mr. Harvey. Mr. Secretary, is it not true that the stabilizing effect 
of the programs, so far as corn is concerned, has had the general effect 
of stabilizing other feed grains that are supplementary to corn in the 
livestock program ¢ 

Secretary Benson. May I ask Mr. Morse to comment on that, please ? 

Mr. Morse. It is helpful in that direction, because it tends to regu- 
late the price of corn in the amount of the meat production. 

Mr. Harvey. Out of the total farm income what percent of the total 
farm income is represented by livestock and livestock products ¢ 

Secretary Benson. I think it is about 55 percent; of course, while 
there is a relationship as Mr. Morse has pointed out that relationship 
is not absolute, as you know. The livestock people pointed that out to 
us last year. 

Mr. Harvey. I have in mind that that is approximately correct. 
The point I want to bring out in furtherance of the question that Mr. 
Hope propounded is that I think that possibly—and I do not think it 
has been done intentionally—from the standpoint of one from the 
livestock section of the United States, that the wrong impression has 
been left among a great many people as to the importance of the pro- 
grams, so far as corn and other supplementary feed grains are con- 
cerned, that they have had a direct influence upon livestock and thereby 
upon the farm income. 

Secretary Benson. On the other hand, if I may make a comment, 
to some extent and in some areas, at least, it has had an adverse effect 
because of the disparity between corn prices and livestock prices. 
There has been a tendency for many growers to try and fatten their 
livestock and finish them without the use of corn. So it works both 
ways, really. 

Mr. Harvey. Yes. That brings out another point. I do not want 
to delay these sessions too much. I think it is quite evident that in 
contrast with some other commodities that have a single outlet that 
insofar as corn and other supplemental feed grains are concerned and 
the way it actually works there has been a tremendous amount of flex- 
ibility in operation, not only as to the choice of feeds, but as to the 
choice of outlets for feeds. 
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Secretary Benson. I agree. 

Mr. Harvey. I think one of the reasons probably, whichever way you 
may want to argue the point, is that one of the reasons why that phase 
of the whole program has operated rather efficiently and successfully 
through the years has been for that reason. And the one point that 
I want to leave is that I do not think we should so concentrate our 
whole attention on this one little thing alone, as far as feed grains and 
livestock is concerned, that this one little thing governs the whole 
thing. 

I think you would agree that it does do that; does it not ? 

Mrs. Knutson. Will you yield? 

Mr. Harvey. I should say that I do not have the floor. Mr. Hope 
yielded to me. 

Mr. Horr. I will yield. 

Mrs. Knutson. Mr. Secretary, in the last half of 1954, around 
140 million pounds of Government-owned dried milk was distributed 
to the schools, institutions, and needy persons in this country and 
sent to those in friendly countries, too; around 500,000 pounds of this 
Commodity Credit Corporation dried milk was sold for domestic 
animal-feed purposes at a considerable loss to Commodity Credit 
Corporation. What moral justification is there for using nutritious 
human food as animal feed ¢ 

Secretary Benson. Never at any time, Mrs. Knutson, was there 
ever any shortage of this good dairy product available for human 
consumption. We saw to that, that there was sufficient. There was 
ample storage. There was a lot of it stored right in your own good 
State all during this period, but we were facing the situation where 
much of this was in danger of deterioration. 

We had, as I remember, in the neighborhood of 600 million pounds 
of powdered milk. We could not see much opportunity to move all of 
it into consumption for human food. So we did move a part of it 
into livestock feed. But all during the time we were moving it we 
had more than ample for any possible outlet for human consumption. 

Mrs. Knutson. Some of our institutions could have used it, too, 
could they not, or was that against the law at the time ¢ 

Secretary Benson. No; we made it available to institutions—our 
welfare and relief organizations. They used quantities of it. Dr. 
Butz has been following that in more detail than I. I am sure that 
great quantities were made available. Would you like to comment 
on that? 

Mr. Butz. During that time the public welfare institutions were 
getting it under free distribution. They did not even pay the 3 cents 
a pound for it. 

Mrs. Knutson. Will that continue now through this particular year, 
too ¢ 

Mr. Butz. It is continuing right now. 

Secretary Benson. It isin operation at the present time. Our stocks 
are down, of course, but we still have rather heavy stocks. They are 
accumulating a little now... So I assume it will be available. 

Mr. Horr. I think that someone else wanted me to yield. Do you 
want me to yield, Mr. Lovre ? 
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Mr. Lovre. I would like to ask a question. I did not ask you to yield. 

Mr. Hops. I will yield to Mr. Dixon. 

Mr. Dixon. Reference has been made to a very important factor 
in the consideration of this bill, namely, the cost of the price and 
income support programs on basic commodities. There seems to be 
some confusion with regard to the cost of the program, I think, which 
harks back to the definition of terms. I refer specifically to the cost 
over the 20-year period. On page 14 of this statement it says: 

The Commodity Credit Corporation alone realized a net loss of $419 million on 
nonrecourse loan and purchase operations. This was the largest single loss for 
any fiscal year in the history of CCC. 

I notice that there is a tremendous increase in the cost over last year. 
The trend is sharply up. 

Secretary Benson. That is true. 

Mr. Drxon. That is one thing that I think should be given consider- 
ation. It reads: 

It exceeded significantly the previous record of $346 million realized in the 
fiscal year 1950-51. It compares with a total loss of $1.1 billion which CCC 


realized, in the operation of nonrecourse loan and purchase programs only, during 
the 20 years prior to 1953-54. 


Is that figure 1.1 billion narrowly defined? Are there not many 
other factors that should have been included ? 

Secretary Benson. That CCC operation does not include all of the 
stabilization programs. I would be very pleased if it is agreeable to 
have our report made a part of the record, which shows the cost of 
all of the programs that have operated to support and strengthen 
farm prices and income. It is broken down and labeled, so that you 


can see just what the items are that are included. 

Mr. Drxon. According to my rough figures, I totaled it as $4,783 
million, as that total amount which farmers received under the farm 
price and income support programs on the six basic commodities since 
1932. I would respectfully request that the Secretary’s corrected 
report be placed in the record of our committee. 

The Cuarrman. I understood the Secretary to reiterate the accu- 
racy of this figure of 1.1 billion as being the cost of the price support 
program through the CCC for 20 years. 

Secretary Benson. That is only the CCC nonrecourse loan and pur- 
chase operations. It does not include all of the stabilization programs. 
My suggestion to Congressman Dixon was that I would be very happy, 
if it is agreeable for the committee, to put the full study in the record. 
It involves 3 or 4 tables and shows the breakdown for the various types 
of programs which we have had and their costs over a period of years. 

The CHarrman. We are directing our attention now to the price 
support program. This figure of 1.1 billion for 20 years embraces 
the losses on potatoes and « eggs and wool and all of the other com- 
modities that we lost on, is that right? When you came into office, 
and took over, the price support program on the basic commodities 
showed a net profit of over $8 million, in the spring of 1953, is that 
not true? 

Secretary Benson. Let me ask Mr. Roberts to comment on this. He 
has the table there before him. We made it a part of the record, I 
believe, a year ago—I am not sure. 
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The Cuatrman. I think that maybe that is the one that I am using. 

Mr. Rosertrs. The $1.1 billion figure you are using is the cost of 
the CCC loan and purchase program through 1933. As Secretary 
Benson said in his testimony this morning, during the fiscal year 1954 
losses on the CCC program were $419.5 million. That, together with 
the $1.1 billion which you are using gives a total for the CCC program 
of $1.529 billion which I think Congressman Dixon referred to. Total 
cost of all the programs to strengthen and protect farm prices and 
income is $8% billion. That includes not only the Commodity Credit 
Corporation losses, but other stabilization programs over the years 1932 
through 1954, including the Sugar Act, section 32, the International 
Wheat Agreement, et cetera. 

Mr. Horr. Would you yield there? I would like to ask one ques- 
tion. Does that also include the subsidy programs during the war, 
that is, the so-called consumer subsidy programs ? 

Mr. Roserts. It does not include the consumer subsidy programs. 

Mr. Horr. Does it include the school-lunch program ? 

Mr. Rozerts. It does not include the school-lunch program. 

The Cuarrman. It does include section 32? 

Mr. Roserts. It includes section 32 commodities that were donated 
to the school-lunch program, Mr. Chairman, but it does not include the 
school-lunch program. 

The CuarrMan. I understood it included the school lunch. 

Mr. Rorerts. Only to the extent that section 32 commodities were 
donated to the school-lunch program. 

The Cuatrman, I did not mean to take the floor away from Mr. 
Hope. I would like to conclude this. 

We do agree on the accuracy of the figures in the Secretary’s state- 
ment submitted to the committee this morning of 1.1 billion for 20 
years. And you add that 419 million loss for 1954 and it brings it 
up to slightly more than 

Mr. Ropserts. $1,529.6 million on only the CCC nonrecourse loan 
and purchase programs. 

The Cuatrman. That does include the overall cost, including 
potatoes and eggs and wool and all of the other commodities. 

Mr. Roserts. That includes just the CCC program losses. 

The CHarrmaNn, That is what I mean. 

Mr. Roserts. It does not include the surplus-disposal program, and 
other programs primarily for stabilization of farm prices and income. 

The Cuarrman. I did not say it did include that, but that figure 
that you are talking about includes eggs and wool. You cannot get 
it any other way. And it includes potatoes, because the basic program 
showed a net profit of over $8 million when this administration came 
into office. 

Secretary Benson. Mr. Beach has the breakdown here. I will let 
him answer. 

Mr. Beacn. What you say is right. The CCC program loss for 
all of the commodities on which CCC has conducted any price-support 
operations are reflected in the figure of $1.1 billion and also in the one 
billion and a half through June 30, 1954. It does not include, how- 
ever, any of the costs of other programs for the stabilization of farm 
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prices and income, such as surplus removal acreage allotments and 
marketing quotas, et cetera. 

The Cuarrman. Have you your figures here showing how the basic 
program stood in the spring of 1953? Does it not show a profit of 
$8 million on that paper that you have in your hand ? 

Mr. Bracu. Just one second. 

Secretary Benson. Mr. Chairman, I would like to put this com- 
plete table in the record with the breakdowns, if you would like us 
to do that. 

The CuarrMan. Yes, sir. 

Secretary Benson. It lists the commodities that are included. 

(The set of tables are as follows :) 
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EXPLANATORY COMMENTS ON STATEMENT OF REALIZED CoOsT OF PROGRAMS 
PRIMARILY FOR STABILIZATION OF FARM PRICES AND INCOME, FISCAL YEARS 
1932-54 


The above statement is designed to show, on a factual and objective basis, 
the realized costs of the programs of the Department of Agriculture which by 
various means have operated to strengthen and protect the price of farm com- 
modities and the income of farmers. Such programs have been operated in 
accordance with, and in the manner prescribed by, authorizing legislation. The 
terminology used to designate the programs is governed by legislative and ex- 
penditure authorizations. The amounts are consistent with the accounting 
records of this Department and of the United States Treasury. 

Over the span of 23 years, from 1932 to 1954, inclusive, the character of the 
programs authorized for this common purpose of stabilizing farm prices and 
income has varied. Some have been operated for a short period and terminated 
and others have been initiated only recently. The statement shows each of the 
programs and the realized cost for each year of its operation, as well as the 
cumulative total cost for all of the years of operation within the 23-year period. 

The aggregate realized cost of these programs for the period from 19382 
through 1954 was $8,469.2 million, of which $962.5 million represents costs 
realized in the fiscal year ending June 36, 1954. The costs in 1954 were almost 
3 times those realized during the fiscal year 1953. 

Of the $8,469.2 million realized costs of these programs, $5,077.1 million is 
attributable to the basic commodities, as follows: oneia 

ons 


5, 077.1 


These realized costs for basic commodities are attributable to the following 

programs : 
Millions 

CCC nonrecourse loan, purchase, and payment programs 
CCC supply, commodity export, and other activities 
International Wheat Agreement 
Emergency assistance to Pakistan and other friendly peoples 
Removal of surplus agricultural commodities 
Federal crop insurance 
Acreage allotment payments under the agricultural conservation 


Agricultural adjustment programs (principally acreage allotments and 
SU INO iin ii scchitciciinin ete Licence pte ins iene seasons 
Parity payments 
Retirement of cotton pool participation trust certificates 
Agricultural Adjustment Act of 1933 and related acts 
Agricultural Marketing Act revolving fund, and payments to stabil- 
ization corporations for losses incurred 286. 4 
Distribution costs on CCC stocks for emergency feed program 12.6 


5, 077.1 

The program shown first on the statement entitled “Realized Cost of Programs 
Primarily for Stabilization of Farm Prices and Income, Fiseal Years 1932-54” 
are those now administered by the Commodity Credit Corporation. The Corpora- 
tion is authorized to engage in buying, selling, lending, and other activities with 
respect to agricultural commodities to stabilize, support, and protect farm 
prices, to assist in the maintenance of adequate supplies and to facilitate their 
distribution. 

Under the CCC nonrecourse loan, purchase, and payment programs, price 
minimums or “floors” are established for a number of commodities. Support 
may be achieved through loans, purchases, agreements to purchase, or payments. 

Loans are made to producers of commodities at specified support levels, deter- 
mined either by law or by action of the Secretary in accordance with law. The 
producers are required to pledge their commodities as collateral for such loans. 
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If, for any reason, the producer elects not to repay his loan, the pledged com- 
modity is acquired by the Corporation and placed in its inventory. The Corpora- 
tion may, in lieu of a loan program, support the price of a commodity either by 
direct purchase during the regular marketing season or by agreements with pro- 
ducers to purchase at a stated price any quantity of the commodity within a 
specified maximum that he may elect to deliver. 

The cumulative realized cost of disposing of commodity inventories acquired 
under this system of loans and purchases now administered by CCC amounted to 
$1,529.6 million at June 30, 1954. This figure, however, does not reflect adminis- 
trative expenses and net interest costs of the Commodity Credit Corporation. 
Moreover, it does not represent the full cost of Government activities for stabi- 
lization of farm prices and income. Therefore, the following programs, all of 
which contribute importantly to that objective, are also included in this 
statement. 

The costs shown for “CCC supply, commodity export and other activities” 
represent the results of commodity procurement operations undertaken as a 
means of supplying the requirements of Government agencies, foreign govern- 
ments, and relief and rehabilitation agencies, and to meet domestic requirements. 
The cumulative net result of those operations to June 30, 1954, has been a gain of 
$253.8 million. This gain can be attributed in large part to a general commodities 
purchase program operated during World War II for the supplying of com- 
modities and products thereof to meet the requirements of the United States 
armed services, lend-lease participants, foreign governments, relief agencies, etc. 
Sales prices on the commodities were establishd at levels which would prevent 
losses to the Corporation. 

“CCC administrative and other general costs” amounting to a total of $402.3 
million at June 30, 1954, represent, in principal part, the net interest cost on money 
borrowed by the Commodity Credit Corporation. They include also the adminis- 
trative or overhead expenses not allocable by programs. 

The next two activities shown on the statement are the International Wheat 
Agreement and emergency assistance to Pakistan and other friendly nations. 
While these programs are international in nature and serve more than one pur- 
pose, they are included because they do provide an outlet for surplus wheat and 
other grains and thereby contribute substantially to the maintenance of stable 
prices and income. The International Wheat Agreement operates to provide to 
export countries an assured market for wheat, and to assure supplies of wheat 
to importing countries at stable and equitable prices. The capital funds of the 
Commodity Credit Corporation are applied (a) to pay exporters the difference 
between the price specified in the agreement and the price paid by them to 
purchase and move wheat from the domestic market, and (b) to meet adminis- 
trative and interest costs incurred by the Corporation. In the emergency assis- 
tance programs, available grain stocks of the Commodity Credit Corporation were 
used to assist Pakistan and other friendly peoples in meeting famine or other 
urgent relief requirements. Costs shown on the statement for these two programs 
represent the amount of reimbursement to the Commodity Credit Corporation 
either for cash @xpended or commodities furnished in connection with their 
execution. 

The program, “Removal of surplus agricultural commodities,” is aimed at 
expanding market outlets for farm commodities. This is accomplished mainly 
through (@) purchases and distribution to school-lunch programs and to welfare 
agencies and institutions, and (0b) encouraging exports by payments which 
enable the sale of surplus commodities in foreign markets. There are also 
other activities in this program such as diversion of commodities to byproducts 
and new uses and the administration of marketing agreements and orders. 
The program tends, both directly and indirectly, to maintain prices received 
by farmers, principally for perishable agricultural commodities. The cumula- 
tive realized cost of the program to June 30, 1954, of $1,745.2 million, as shown 
by the statement, excludes cash transfers for payments to schools under the 
school-lunch program in the period from 1943 to 1949. 

Next is the Sugar Act program. The principal objectives of the sugar pro- 
gram are to protect the welfare of domestic producers, to provide consumers 
with adequate supplies of sugar at reasonable prices, and to promote our gen- 
eral export trade. The statement shows the cumulative result of the sugar 
program to June 30, 1954, This comprises gross expenditures of $905.6 million 
for payments to domestic producers and administrative expenses, offset by sugar 
taxes of $1,216.4 million collected from processors and importers, with a resulting 
net gain of $310.8 million. The sugar taxes consist of an excise levy on domestic 
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processors and an import tax on sugar brought in for direct consumption. The 
Sugar Act imposed these taxes through an amendment to the Internal Revenue 
Code. The payments to domestic producers were also provided for by the 
Sugar Act and are conditioned on compliance with production quotas and other 
requirements. 

A “Federal crop insurance” program has as its purpose the economic stability 
of agriculture by providing protection against loss from unavoidable causes for 
the farmer’s investment in producing crops. The realized costs of this program, 
shown by the statement to aggregate $167.7 million at June 30, 1954, represent 
principally the excess of indemnities over premiums, administrative expenses, 
and interest costs on Government-subscribed capital. 

“Acreage-allotment payments under the agricultural-conservation program.” 
These so-called class I or acreage-allotment payments, under section 8 (b) of 
the act of February 29, 1936, the Soil Conservation and Domestic Allotment Act, 
as amended, were aimed at maintaining farm production in balance with demand. 
This was carried out by the establishment of individual farm-acreage allotments 
of soil-depleting crops representing proportionate shares of national production 
goals. The acreage-allotment payments compensated farmers, in part, for 
making their proportionate acreage adjustments. This item excludes the so- 
called class II payments which were for conservation practices. The cost of 
these acreage-allotment payments, which were made in the fiscal years 1937 
through 1944, amounted to $2,354.8 million. 

The last item is designated as “Other, including Agricultural Adjustment 
Act of 1933, parity payments, and other adjustment and surplus-removal pro- 
grams.” Over the period from 1932 through 1954, te cumulative total of realized 
costs for these programs has amounted to $2,142.7 million. Altogether there 
are seven programs covered by this item, as follows: 

1. The “Agricultural adjustment programs (principally acreage allotments 
and marketing quotas):” These programs carry out the acreage-allotment 
and marketing-quota provisions of title III of the Agricultural Adjustment Act 
of 1988, as amended. They are designed to assist in minimizing fluctuations 
in tae suply, marketing, and price of specified basic agricultural commodities— 
corn, cotton, wheat, peanuts, rice, and tobacco. Prior to 1947 these programs 
were operated as a part of the agricultural-conservation program. The realized 
cost of operation for the period 1947-54 totals $83.7 million. 

2. The program, “Parity payments”: The Agricultural Adjustment Act of 
1938 authorized payments of Federal funds directly to producers of corn, wheat, 
cotton, rice, or tobacco for the purpose of reestablishing farm income and pur- 
chasing power somewhat nearer the prewar level (World War I). Such pay- 
ments were authorized to be made to producers on the normal production of the 
listed commodities, and were to be allocated among commodities on the basis 
of the amount by which the farm prices of the commodities were below parity. 
The realized cost of this program, representing expenditures in the years 1940-44, 
amounts to $1,016.6 million. 

38. The program “Retirement of cotton pool participation trust certificates” : 
This program represents the closeout of cotton pool participation trust certifi- 
eates issued under the cotton pool established pursuant to the Agricultural Ad- 
justment Act of 1933. The cost of the program, which took place in 1939-40, 
amounted to $1.4 million. 

4. The programs under the “Agricultural Adjustment Act of 1933 and related 
acts”: The objective of the Agricultural Adjustment Act of 1933 and subse- 
quent related acts, was to bring about an increase in farm buying power. To 
accomplish this, the Secretary of Agricultural was authorized to make benefit 
payments to producers who reduced their acreage or production for market of 
basic commodities. Financing of the AAA and related acts was accomplished 
through both appropriated funds and an excise tax levied on the processing of 
any basic commodity on which benefit: payments were made. The tax funds 
could be used for the expansion of markets and the removal of surplus agricul- 
ture products, as well as for benefit payments and administrative expenses. The 
gross expenditures for the programs, which ran from 1934 through 1937, amount- 
ed to $1,482.6 million ; the processing taxes collected together with a small amount 
of miscellaneous receipts totaled $911.5 million. The net realized cost of the 
program was $571.1 million. 

5. A program for the “Removal of surplus cattle and dairy products”: The 
Jones-Connally Cattle Act of 1934 authorized, among other things, the purchase 
of surplus cattle in drought-stricken areas and expenditures for the removal of 
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surplus dairy products throughout the country generally. The cost of this pro- 
gram, extending from 1934 through 1936, was $76.6 million. 

6. The programs “Agricultural Marketing Act revolving fund, and payments 
to stabilization corporations for losses incurred”: The cost of $378.6 million 
for these programs includes principally losses incurred on loans made from the 
Agricultural Marketing Act revolving fund. These loan losses amounted to 
$338.6 million. Also included are losses in the amount of $40 million which 
represent donations of cotton and wheat authorized by Congress to the Ameri- 
can Red Cross. The losses are applicable to transactions which occurred prior 
to the assumption of the management of the fund by the Farm Credit Adminis- 
tration in May 1933. 

7. Two “miscellaneous” programs: One is the Federal Surplus Commodities 
Corporation, which operated from 1935 to 1942 for the purpose of purchasing, 
processing, storing, handling, transporting, and disposing of surplus agricultural 
commodities and products for relief. The operations of the Corporation re- 
sulted in a net gain of $15.7 million, arising principally from the sale of hides. 
The second program, financed from the disaster loan revolving fund, involved 
the furnishing of feed and hay in drought-stricken areas in fiscal year 1954. 
The cost of transporting feed furnished by the Commodity Credit Corporation 
was paid from the fund and amounted to $26.9 million. The fund also made 
advances to States to assist in defraying the cost of transporting hay purchased 
by the States and these costs totaled $3.5 million. The total cost of this phase 
of the emergency feed program was $30.4 million. 

Supplementing this statement of “Realized Cost of Programs Primarily for 
Stabilization of Farm Prices and Income” is a statement showing the distribution 
of this cost by commodity groups. Detailed information is shown for the basic 
commodities, designated nonbasic commodities, and some of the other nonbasic 
commodities. In considering the realized cost of any given commodity or group 
of commodities it is important to keep in mind all of the programs bearing on 
them. For example, the total realized cost directly chargeable to the basie com- 
modities during the period covered by this statement is $5,077.1 million for all 
programs primarily for stabilization of farm prices and income, although only 
$198.1 million of this cost is attributable to CCC nonrecourse loan, purchase, 
and payment programs. Not all of the costs could be allocated to commodities 
as is indicated at the bottom of the statement where such items of cost as in- 
terest, administrative expenses, etc., are identified by broad programs only. 
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The Cuarrman. What is that figure, slightly over $8 million, is it 
not? That was in the spring of 1953. 

Mr. Beacu. I have the CCC figures as of June 30, 1954. 

The CuarrMan. Net gain on the basic program ? 

Mr. Beacu. I can give you the breakdown as of June 30, 1954, by 
commodities, if you would like that. 

The Cuatrman. Go back to 1953. That is the one that I was after— 
the spring of 1953. 

Secretary Benson. Mr. Chairman, I think it ought to be pointed 
out, however, that it was due in large measure to the fact that during 
the wartime period and the inflation and high prices we bailed out the 
Commodity Eredit Corporation because our stocks were at a tremen- 
dous level. I think that in 1941, if I am not mistaken, they were at 
or near an all-time level. 

When the war came on those stocks were moved into consumption. 
Of course, the Commodity Credit Corporation profited by the increase 
in i due to the war. 

he CuarrMan. Let me get this. You have it now? 

Mr. Breacu. The total Commodity Credit Corporation loss as of 
June 30, 1953 was $1,110 million. Of that total for CCC there was a 
loss of $21 million on basic commodities. 

The CuatrmMan. For 21 years. 

Mr. Bracu. And the CCC loss on other commodities was the bal- 
ance, including 478 million on potatoes. 

The Cuatrrman. That is the middle of 1953 ? 

Mr. Beacu. As of June 30, 1953. 

The Cuarrman. The total losses then were 21 million at that time 
and the program had been in operation 21 years. 

Mr. Beacu. Twenty years approximately. 

The Cuarrman. I think it is 21 years, but we will not argue about 
that now. The last profit statement shows over $8 million profit in 
January 1953, on the basic program. 

Mr. Bracu. I do not have the January 1953 statement. 

The Cuarrman. Could you get that for the record? It is in some 
of your records. I know it shows just slightly more than $8 million 
profit on the basics. 

Secretary Benson. We will supply that. 

(The information is as follows :) 

The total profit on basic commodities realized in the operations of the CCC 
nonrecourse loan and purchase program during the period from October 17, 
1933 through January 31, 1953, was $8,267,973. This amount, however, does not 
reflect administrative costs and interest expenses or income of the CCC. Neither 
does it include the cost of surplus removal, acreage allotments and marketing 
quotas and other programs primarily for the stabilization of farm prices and 
income. 

Mr. Horr. I yielded to Mr. Dixon. 

Mr. Drxon. May I ask another question if you have your table there, 
Mr. Secretary, which was submitted in the report to the Senate on 
January 15, 1955. 

Secretary Benson. Yes. 

Mr. Drxon. Now, Mr. Secretary, there has been a great deal of con- 
fusion about the actual cost of the price and income support programs 
on basic commodities since 1932. Do you have a copy of the January 
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19, 1955, Senate Agriculture and Forestry Committee hearing en- 
titled “1955 General Farm Situation and Exporting of Surplus Agri- 
cultural Commodities” with you ? 
Please turn to the appendix of the table between pages 38 and 39. 
I believe that by rearranging and placing more descriptive and cor- 
rect program designations on one column of this table that we can 
readily arrive at a true cost of the price and income support programs 
on basic commodities and thereby clear up, once and for all, the con- 
fusion which has prevailed on this matter, although, I must say the 
he tables as now 


actual cost of these programs is not apparent from t 
constructed and interpreted. 
(The table in question is as follows :) 
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72 PRICE SUPPORTS FOR BASIC COMMODITIES 


Mr. Drxon. Price- and income-support programs, as this table indi- 
cates and as are generally characterized by economists, are those pro- 
grams which have enabled farmers to receive— 

1. prices above those which prevailed or would have prevailed 
in the market, and 

2. incomes above those which would have been received except 
for the farmers’ participation in the various programs. 

Applying this definition to an analysis of this table, it is immedi- 
ately obvious that the cost of the price-support programs on basic 
commodities is greatly in excess of that indicated in column 2 under 
the heading “Price-support programs.” 

For example, the Commodity Credit Corporation and the Depart- 
ment of Agriculture have supported prices and incomes by many 
methods such as— 

1. Nonrecourse commodity loans and purchase agreements. 

2. Direct purchase programs involving surplus removal. 

3. Direct payments such as the acreage adjustment and allot- 
ment payments under the AAA of 1933 and the Soil Conservation 
and Domestic allotment Act of 1936, the parity payment pro- 
grams under the AAA of 1938, and export subsidy programs. 

These price- and income-support programs have been authorized by 
the language of the basic price-support laws and the CCC Charter 
Act which give to the Secretary authority to support prices and in- 
comes “through loans, purchases, or other operations.” 

Now, Mr. Secretary, I can find all of these programs on this table 
except the major program used for supporting prices, namely, non- 
recourse commodity loans and purchase agreement programs. Ac- 
tually column 2 should bear the heading “Nonrecourse Commodity 
Loans and Purchase Agreements” rather than “Price Support 
Programs.” 

And, in addition, the major heading over columns 2 through 5 en- 
titled “Commodity Credit Corporation” should be eliminated, since 
these are not the only price and income support programs which the 
Corporation has administered in the past. 

It is here, Secretary Benson, that the major error has been made 
which has led to the confusion over the actual cost of the price and 
income support programs on basic commodities. I believe a little 
more analysis will make this clear. A program-by-program break- 
down of the amounts which farmers actually received under the pro- 
grams on basic commodities includes these items : 

Million 
1. Col. 2, misentitled “Price Support Programs” actually should read 
“Nonrecourse Commodity Loans and Purchase Agreements_______ $198. 
2. Col. 6, entitled “International Wheat Agreement” (export subsidies)_ 602. 
. Col. 8, entitled “Removal of Surplus Agricultural Commodities”... 556. 
5 
6 


. Col. 11, entitled “Acreage Allotment Payments, Agricultural Conser- 
vation Program” 


. Col. 13, entitled “Parity Payments” 

. Col. 14, entitled “Retirement of Cotton Pool Participation Trust 
Certificate” 

. Col. 15, entitled “Agricultural Adjustment Act of 1933 .6 

8. Col. 17, entitled “Agricultural Marketing Act—Revolving Fund, etec.”_. 286.4 


This makes a total cost of actual payments to farmers of $4,783,- 
500,000. So it is evident that the amounts farmers have received under 
price and income support programs on basic commodities is actually 


= 
‘ 
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24 times the amount shown in column 2 as being the cost of price and 
income support programs on basic commodities. 

This is a startling revelation in itself, Mr. Poage, but not as start- 
ling as the fact that whereas the cumulative amounts farmers have 
received during the period 1932—53 under the nonrecourse commodity 
loan and purchase agreement programs was only 20.7 million, they cost 
in 1 year, 1953, under the rigid 90 percent price support program $167.4 
million. This represents an increase in the amounts farmers received 
through this one price support program alone in 1953 of 8 times what 
it had been in the previous 21 years. 

Furthermore, it should be emphasized that this $4,783,500,000 that 
farmers have received is not the only cost of the price and income 
support programs since 1932 on basic commodities. For example other 
costs would include according to this table: 

A. Column 4 of the table entitled “Administrative and Other Gen- 
eral Costs.” Although this table gives a total cost figure for basic and 
nonbasic commodities, it does not— 

(1) Show what portion of this is chargeable to basic commod- 
ities. 

(2) Indicate whether this item includes storage costs on the 
basic commodities, and if it does, what portion of that is charge- 
able to basic commodities. 

It is safe to assume that at least half of this $402.300,000 cost item 
which amounts to $201,150,000 is chargeable to the basics. 

B. Column 3 of the table entitled “Supply, Foreign Purchase ; Com- 
modity Export and Other CCC Activities” amounts to $12,500,000 
on basic commodities. 

C. Column 12 entitled “Agricultural Adjustment Programs (Prin- 
cipally Acreage Allotments and Marketing Quotas Administrative 
Costs)” amounts to $76,700,000. 

D. Column 18 entitled “Other,” although not a useful designation, 
amounts to $12,600,000. 

This makes a total of $302,950,000 which must also be charged to the 
cost of price and income support programs on the six basic commodi- 
ties. 

The Federal crop insurance program costs listed in column 10 as 
being $71,600,000 on basic commodities, I would not include as a price 
or income support program because farmers pay premiums for this 
protection. 

So instead of a mere $20,700,000 being the actual total cost of price 
and income support programs (amounts farmers received plus other 
costs associated with the program) on basic commodities, the total 
cost during the period 1932-54 is approximately $5,086,450,000. This 
actual cost is approximately 240 times that amount which Congress- 
man Poage claims to be the actual cost. 

Since there has also been considerable dispute over the cost of price 
or income support programs on particular basic commodities, I believe 
it is desirable to show commodity by commodity the actual amounts 
which farmers have received under these various price and income 
support programs. The following table, therefore, is derived from 
that which appears in Secretary Benson’s statement of January 19, 
1955, before the Senate Committee on Agriculture and Forestry to 
which I have referred above. The total amounts which farmers have 
received on basic commodities is as follows: 
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Actual payments to farmers under price and income support programs, 1932-54, 
by basic commodities 


[Millions of dollars} 


1, Corn: 
(a) Price support (loan) 
(6) Surplus removal. 
(c) Acreage allotment payments ‘under ACP, 1936-43 
(d) Parity payments under the AAA of 1938 
(e) Acreage contract payments, AAA of 1933 


I NI oa siine:  dedcddau penta ehinieids sili gidinee dial niialih saa ces ce teneiaanctal cased 


2. Cotton: 

(a) Price support (loan) 

(5) Surplus removal 

(c) Acreage allotment payments under the ACP, 1936-43 

(d) Parity payments under the AAA of 1938 

(e) Retirement of cotton pool trust certificate 

(f) Acreage contract payments, AAA of 1933__- 

(g) AMA of 1929 revaluing fund, and payments to stabilization corporations 
for losses incurred 


Subtotal, cotton 


3. Peanuts: 
(a) Price support (loan) 
(6) Surplus removal. . piidausedsis 
(c) Acreage allotment payments under ACP, 1936-43 _. 


Subtotal, peanuts 


4. Rice: 
(a Price support (loan) 
(6) Surplus removal. - 
(c) Acreage allotment payments under ACP 1936-43 
(d) Parity payments under AAA of 1938 
(e) Acreage contract payments, AAA of 1933 


Subtotal, rice 


5. Tobacco: 
(a) Price support 
(6) Surplus removal 
) Acreage allotment payments under ACP, 1936-43 
Parity payments, AAA of 1938 
Acreage contract payments, AAA of 1933 


Subtotal, tobacco 


Price support 
International Wheat Agreement (export subsidy) 


Surplus removal 

Acreage allotment ne under ACP, 1936-43 

Parity payments, AAA of 

Acreage contract payments, AAA of 1933 

AMA of 1936 revaluing fund, and payments to stabilization corporations 


for losses incurred 
Subtotal, wheat 
SUMMARY 


1. Subtotal of payment costs of all program expenditures 
2. Subtotal of CCC revenues from sales over payments 


3. Total new cost of payments to farmers of all programs, 1932-54 


Mr. Drxon. Now, Mr. Secretary, will you provide your interpreta- 
tion of the charts I have referred to—that is the total cost of farm 
price and income support programs on the six basic commodities since 


1932 ¢ 
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Secretary Benson. I will be glad to make it a part of the record. 
The Cuartrman. Will you furnish those? 

Secretary Benson. I will be glad to do that. 

(The information is as follows :) 


The following statement shows the realized costs for the basic commodities 
of agricultural programs primarily for stabilization of farm prices and income, 


fiscal years 1982-1954. For purposes of clarification, the headings of certain 
columns have been revised : 


59214556 
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Mr. Horr. I would like, at this time, to inquire as to what the plans 
are for recessing and for meeting this afternoon. The reason I am 
making that inquiry is that I know there are members of the com- 
mittee who wish to, question the Secretary. I yielded to some because 
I did not know how long we might run now or whether we were going 
to meet this afternoon or not. I am sure that they want to question 
the Secretary on their own time. I do not want to take too much time 
to yield, either, because it would not be fair to do so. 

The CuarrMan. Suppose that we go ahead for a few minutes. 

Mr. Horr. I have no further questions. I thought that there were 
one or two members who had asked me to yield who held their hands up. 

Mr. McIntrre. Mr. Secretary, there have been some figures used in 
previous testimony relative to the segment of agriculture that is rep- 
resented in the basic commodities, percentagewise. Do you have avail- 
able figures which would state that portion of agriculture that partici- 
pate in price-stabilizing programs‘? 

Secretary Benson. I do not have the figure right at my fingertips. 
We could calculate it very‘easily. We will be glad to do so and vais 
it a part of the record, if you would like. 

Mr. McInttre. Could it be made a part of the record, Mr. Chair- 
man ? 

The Cuarrman. Yes, sir, and without objection it will be made a 
part of the record. 

(The information is as follows :) 


1958 cash receipts from commodities on which direct price support programs were 
in effect in 1953 


1953 | Percent 
cash | of total Item 
receipts 


Other nonbasic commodities: 
12. be 


RADIO 


. Hairy vete 

. Crimson clover seed. - -..- 
. Wild winter peas 

. Naval stores 


10. Tung nuts 1 ( Subtotal 


11. Honey | 
|_| || Total supported items._._| 14, 307 
BURN ccs nnsscceae iv | Total cash receipts__--._.--- 31, 413 








1 Support extended directly to milk for manufacturing only. 
2 Less than 0.05 percent. 
3 While the price of this commodity is supported, no data are available on cash receipts. 


The Cuarrman. I will yield to Mr. Poage. 

Mr. Poace. Mr. Secretary, we would like to go a little bit further 
on this matter of figures. I think we all agree, would we not, or can 
we not, that when we are talking of these large amounts of losses on 
agriculture programs, whether you are figuring 4 billion or 8 billion 
that we are talking in like part about losses on commodities that have 
been supported under a flexible program ? 
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Secretary Benson. Well, you have quite a variety of products, of 
course. Some are included. 

We have made an attempt to support some and failed miserably. 
We tried it on potatoes and on eggs. Both of them resulted in failure. 

In other words, we tried to put supports under them and we found 
it did not work on perishables. 

Mr. Poser. In an effort to speed this thing up, since we are all in 
a hurry, can we agree that the bill we are discussing relates only to 
the six basic commodities ? 

Secretary Benson. Yes. 

Mr. Poacer. So for the purpose of this discussion, we are interested 
only in those six basic commodities ? 

ecretary Benson. Right. 

Mr. Poaae. Those 6 basic commodities, as I understand it from 
reading this report that was put out by your Department on December 
31, 1954, up to date the total losses on those 6 basic commodities is 
only $300 million. No one questions that, do they ? 

Secretary Benson. You mean those are losses for which Commodity 
Credit Corporation was not reimbursed ? 

Mr. Poace. That is right. That is on the six basic commodities 
which are covered by the bill that we have before us. 

There have been a lot of other losses on many other commodities, 
of course. There have been tremendous losses on dairy products, have 
there not ? 

Secretary Benson. Yes, there have been. 

Mr. Poage. Substantially more than this $300 million during the 
same period of time? 

Secretary Benson. There have been very substantial losses on dairy 
products. 

Mr. Poaacs. They have been more than this $300 million during the 
same period of time, have they not ? 

—— Benson. We could put the exact figures in. I could not 
sure. 

Mr. Poace. I know. I am trying to speed this thing up without 
going into the question of the exact figures. 

Secretary Benson. Yes, all right. 

Mr. Poacr. This shows that the items designated nonbasic lost 
$965 million during the same time ? 

Secretary Benson. That is correct. I have it here. 

Mr. Poacr. What I am getting at is that those losses were not oc- 
casioned by a rigid formula, where they? The Secretary of Agricul- 
ture always had the right to drop the support price on dairy products, 
has he not—he has had flexibility in that program ? 

Secretary Benson. Some of them had rigid programs. Potatoes 
were mandatory at a given level. 

Mr. Poacer. There have been several different situations in regard 
to potatoes, because the biggest loss occurred, as I recall it, at 60 percent 
and not at 90 percent—that is correct, is it not ? 

Secretary Benson. It may be, but I am not at all sure. 

Mr. Poace. We would not want to have any dispute about this. 
Let us ask the statisticians if we did not sustain greater losses on 
peer at 60 percent than we did at 90 percent, so that we would not 

ave any dispute about it. 
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Mr. Beracu. I cannot answer that, sir, because I do not have the 
period breakdown. 

Mr. Poags. I think that Mr. McIntire can answer it. I just asked 
if we did not sustain greater losses on potatoes during the years we 
supported them at 60 percent of parity, than we did at 90 percent ? 

Mr. McIntire. For 2 years they were supported at 60 percent and 
the losses were more substantial than they were at 90 percent, but I 
have no figures at hand. But, of course, we were moving into a differ- 
ent period of need at that time. 

Mr. Poage. Yes, I think that is right. I am just trying to get these 
facts out. There is not any question but what we lost more money on 
potatoes during the years when we supported them at 60 percent than 
we did when we supported them at 90 percent. There is no question 
about that and nobody denies it. 

Secretary Benson. That does not prove very much. 

Mr. Poace. No, it does not prove very much, Mr. Secretary, when 
Mr. Dixon comes in here and tells us that we lost $4 billion on some- 
thing else. We spent $60 billion on national defense during the same 
years that we spent a few hundred million dollars on agriculture. It 
does not prove very much about the agriculture program, the fact that 
we lost a lot of money in fighting a war, but it does prove this, Mr. 
Secretary, that as to the six basic commodities, that are involved in 
this bill that is now under consideration, the losses have not been nearly 
as great as they have been on the very commodities where we had the 
flexibility that you ask for these six basic commodities. You will ad- 
mit that you have not lost as much on these basic commodities as you 
have lost on the one single commodity of dairy products during the 
same period of time during which you had flexibility during every day 
of the period. You do not challenge that statement, do you? 

Secretary Benson. This thing is sort of mixed up, because you are 
grouping products into one category some of which had flexibility and 
some of which did not. Of course, the concern to me is that we look 
forward and try to hold our losses to a minimum in the days ahead. 
Our people who are operating the support program in the Com- 
modity Credit Corporation have had heavy losses, as you know, this 
year, and they have set up a reserve of $1 billion for anticipated losses, 
And so, as we move forward the future is much more important to 
us and we are trying to avoid losses so far as we can. 

Many of our losses were reduced much below what they would have 
been in years past because we got into a war. I hope we do not have 
to get into a war again to bail the Commodity Credit Corporation out. 

Mr. Poace. There is no question about that, but we fought the same 
war while we were supporting dairy roducts, that we fought while sup- 
porting cotton and wheat, and we supported dairy products during 
the same identical years that we supported cotton and wheat, did we 
not? Whatever effect the war had, it had the same effect on those 
products that were supported by a flexible program as it had on those 
that were nonflexible. And the fact remains, and nobody dares chal- 
lenge it, that over the last 20 years we lost more money on the commodi- 
ties where we had flexible supports than we have on the commodities 
where we had the rigid 90-percent supports. 
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Mr. Morse. CCC losses on potato price support operations were 
nearly $204 million for the fiscal year ending June 30, 1949. How- 
ever, more than $200 million of these losses were the result of opera- 
tions on 1948 and prior-year crops of potatoes for which the support 
level was 90 percent of parity. Losses for the fiscal year ending June 
30, 1950, were $75 million. The bulk of these losses were the result of 
operations on the 1949 crop of potatoes for which the support level 
was 60 percent of parity. The next year, under va cnet support 
the loss dropped still further to a little over $63 million. 

One of the heaviest yearly losses by far was the 90-percent period. 

Mr. Poaace. Then I think that we must be wrong on this that we 
were all discussing a minute ago, but the thing I have said—and I have 
not claimed any positive knowledge on potatoes—I asked your advice 
on that. On this, I think, I repeat, that you are not going to chal- 
lenge and I state it as a fact that we have lost more money on the 
flexible commodities than we have on the basic commodities that were 
supported at 90 percent. 

On the basic commodities we had not lost a dime on them until this 
administration came into power. 

Secretary Benson. Mr. Poage, the perishables are the ones on which 
you said we had flexible supports. Our losses on them were due 
largely to the fact that they are perishable. 

r. Poace. That is right. I think that is right, Mr. Secretary. I 
did not intend to inject this subject in here until somebody came here 
and began to tell us that instead of having a rather modest loss on 
the commodities that are involved in this bill—but when somebody 
comes here and tells us that it cost us $4 billion to support certain 
programs of foreign disposition and certain programs of aid to vari- 
ous people all over the world and that, therefore, we ought to be greatly 
concerned about what had happened to these 6 basic commodities— 
oe there had been no loss by Commodity Credit Corporation on 
all 6 basic commodities the day you took office. I repeat that as of 
now, as of right now—as of the first day of this year—according to 
your figures, that the total loss on the six basic commodities by Com- 
modity Credit Corporation was only $300 million and that you lost 
more money than that on milk and butter alone and that they were 
under flexible supports every day that you supported them. 

That is all I am saying. 

When you come in here and throw $4 billion at us and try to make 
the 6 basic commodities carry it, I want the world to know the facts 
about those 6 basic commodities and to know that those 6 basic com- 
modities did not cause these losses and that it is utterly fantastic to 
charge the cottongrowers of America with a $4 billion loss on farm 
supports, when as a matter of fact, up to this good moment there is a 
profit in the cotton program. 

Secretary Benson. We all know your deep interest in cotton and 


these basic commodities and agriculture generally. I suggested earlier 
that we put the whole story in the record so that people could see it. 
We have nothing to hide. We are perfectly willing. We think the 
fee ought to see the whole picture and this table reveals it. 

r. Poacr. I think your statement was fair. I want to be fair with 
you. I think you came up here and gave us a fair statement, but when 
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someone insinuated that the 6 basic commodities have cost this 
country $4 billion or some such figure, I resent it because they have 
not cost this country anything of the kind. And I think that the 
public is entitled to know it. 

I am not criticizing your statement, Mr. Secretary. You came here 
and made a fair statement. Please understand that you are merely 
the man who is getting shot as a result of the crossfire. 

You did not raise this question, but it has gone into this record and 
if we do not answer it now, it is going to stand here unchallenged and 
apparently a fact, when you and I both know that it is not a fact. 
We are not discussing anything except these six basic commodities. 
We are not talking about changing your flexible law on these com- 
modities that have been flexible and on which you have been taking 
these big losses. 

We are only talking about whether we are going to apply to these 
six basic commodities a program that has cost you tremendously more 
where it has been tried then has the fixed 90 percent support program. 

Secretary Benson. You know, I do not mind being shot at, if it will 
be helpful to the farmers, but I did not get that insinuation as you 
mentioned, form Mr. Dixon. He was trying to point out that there 
were some other programs that cost some money. 

Mr. Poacer. Of course, the military program costs us more money 
than everything else put together. 

Secretary Benson. That is right, but then, we are not discuss- 
ing that. Of course, I am concerned about the cost, but I am more 
concerned about getting a sound, solid, workable program for the 
future. If it costs some money, I think we are entitled to help 
the farmers some. We helped get them into this situation that they 
are in now. The present program is not going to get them out. 

The Cuarrman. If you will yield, I would like to agree with Mr. 
Poage. I think it is very unfortunate for the public mind to be con- 
fused by these figures that have been quoted, not only by Mr. Dixon— 
he is not the first one to quote them—he got those figures from you and 
you quoted them all over the country. 

se stated that the price-support program cost an enormous amount 
of money. 

Secretary Benson. That is right, it has been costly. 

The Cuarrman. I think that we owe it to ourselves and to the public 
to put the two programs in the public mind at the proper place. The 
basic program that we are urging of 90 percent has not heal expensive. 
The other one has, unfortunately, cost some money. But even that is 
inconsequential when you relate the $1.1 billion loss to the $169 billion 
accumulated in that same period of time. 

I think Mr. Dixon wants to say something in reply to that question 
that you asked the Secretary a minute ago. 

Mr. Poace. I will be glad to yield. 

Mr. Drxon. You know, Mr. Poage, I said that maybe I have the 
wrong figures, but I have been trying to add them up myself. That 
is what I stated in the record. All I asked for was to give the Secre- 
tary the opportunity to give us a complete accounting on the basic 
commodities. That is all I want. Let us just have the facts. I do 
not want to imply that the $ billion figure is correct, but from his 
tables, that is what I figured it up to be, as follows: 
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-_ 


. Col. 2, misentitled “Price Support Programs” actually should read 
“Nonrecourse Commodity Loans and Purchase Agreements”______ 

Col. 6, entitled “International Wheat Agreement” (export subsidies) — 

Col. 8, entitled “Removal of Surplus Agricultural Commodities’’____ 

Col. 11, entitled “Acreage Allotment Payments, Agricultural Conser- 
vation Program” 

Col. 13, entitled “Parity Payments” 

. Col. 14, entitled “Retirement of Cotton Pool Participation Trust Cer- 


gon 


on 


7. Col. 15, entitled “Agricultural Adjustment Act of 1933” 505. 
8. Col. 17, entitled “Agricultural Marketing Act—Revolving Fund, etc.”_. 286.4 

This makes a total cost of actual payments to farmers of $4,783,- 
500,000. So it is evident that the amounts farmers have received under 
price and income support programs on basic commodities is actually 
24 times the amount shown in column 2 as being the cost of price and 
income support programs on basic commodities. 

This is a startling revelation in itself but not as startling as the fact 
that whereas the cumulative amounts farmers have received during 
the period 1932-53 under the nonrecourse commodity loan and pur- 
chase agreement programs was only 20.7 million, they cost in 1 year, 
1953, under the rigid 90 percent price support program $167.4 million. 
This represents an increase in the amounts farmers received through 
this 1 price support program alone in 1953.of 8 times what it had been 
in the previous 21 years, 

Furthermore, it should be emphasized that this $4,783,500,000 that 
farmers have received is not the only cost of the price and income 
support programs since 1932 on basic commodities. For example, 
other costs would include, according to this table: 

A. Column 4 of the table entitled “Administrative and Other General Costs.” 
Although this table gives a total cost figure for basic and nonbasic commodities, 
it does not 

(1) Show what portion of this is chargeable to basic commodities. 

(2) Indicate whether this item includes storage costs on the basic com- 
modities, and if it does, what portion of that is chargeable to basic com- 
modities. 

It is safe to assume that at least half of this $402,300,000 cost item 
which amounts to $201,150,000 is chargeable to the basics. 

B. Column 3 of the table entitled “Supply, Foreign Purchases, Commodity 
Export, and Other CCC Activities” amounts to $12,500,000 on basic commodities, 

C. Column 12 entitled “Agricultural Adjustment Programs (Principally Acre- 
age Allotments and Marketing Quotas—Administrative Costs)” amounts to 
$76,700,000. 

D. Column 18 entitled “Other” amounts to $12,600,000. 

This makes a total of $302,950,000 which must also be charged to 
the cost of price and income-support programs on the 6 basic 
commodities. 

The Federal crop-insurance program costs listed in column 10 as 
being $71,600,000 on basic commodities, I would not include as a 
price or income-support program because farmers pay premiums for 
this protectjon. 

So instead of a mere $20,700,000 being the actual total cost of price 
and income-support programs (amounts farmers received plus other 
costs si with the program) on basic commodities, the total 
cost during the period 1932-54 is approximately $5,086,450,000. This 
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actual cost is aproximately 240 times that amount which Congressman 
Poage says the cost of these programs has been. 

Mr. Poace. Let us assume that it is correct, as long as it does not 
apply to the basic commodities. The basics are all we have in this bill. 

Mr. Drxon. I think it does. 

Mr. Poace. Allright. The figures that you gave us a moment ago— 
that the Secretary gave us 

Secretary Benson. We will put the whole table in the record. I 
think that will give the picture. That breaks it down. 

Mr. Poacr. Let us drop this discussion of figures, right now. I think 
that we can go on all day on this discussion of figures. I think every- 
body recognizes that. we are talking about different things—that we 
have before us a bill that relates only to six basic commodities. Yet 

ou are clearly talking about all of the expenses rather than the six 
baie commodities. Let us get one or two things here that I would like 
to get straight. I believe you pointed out that there had been a change 
from war to peace conditions, and therefore, we ought to expect some 
drop in farm income as a result of that. 

We did have a war. Now we have gone down to peacetime condi- 
tions. Is that about right? 

Secretary Benson. I think so. We are making an adjustment from 
wartime inflation to peacetime. The adjustment has resulted in a 
price squeeze of farmers, there is not any question about that—I did 
not wish to minimize it. 

Mr. Poace. It has been unfortunate for the farmers, has it not? 

Secretary Benson. These adjustments are always difficult. I went 
through one, myself. I know. 

Mr. Poace. That same adjustment took place all the way through 
our Nation in peacetime, so far as the effects on workers were con- 
cerned, and yet, industrial wages have not gone down, have they ? 

Secretary Benson. No, I think not, Mr. Poage. 

The Cuarran. I dislike to interrupt, but we have a quorum call in 
the House. 

Mr. Srmpson. You said on page 21: 

It is my sincere belief that to set this act aside before it has had a chance to 
operate, would be a grave and costly mistake. 

That is this bill—what that means is you would recommend a veto 
of this, am I right in this assumption ? 

Secretary Benson. I recommend against the passage of it. 

The Cuarrman. Just one other question. 

Mr. Jenninos. Do you agree with my theory, at least, that agricul- 
ture is the basis of our economy, Mr. Secretary ? 

Secretary Benson. Well, I certainly think it is a very basic industry. 
Of course, it is important. It is not the whole economy, but an im- 
portant segment of it. 

Mr. Jenninos. Our economy in America is built on agriculture and 
around agriculture and the other is dependent upon it and it is the 
basic—do you agree with that, or is that against your theory? 

Secretary Benson. The mining industry thinks that theirs is basic, 
et cetera. It is very important. 

Mr. JENNINGS. at is your theory? 

Secretary Benson. Yes; it is very basic to our whole economy. 

Mr, Jenntnos. Fine. Indeed it is, 
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The Cuarrman. We will recess until 2 o’clock. 
(Whereupon, at 12:30 p. m. the committee recessed until 2 p. m. of 
the same day.) 
AFTERNOON SESSION 


The Cuarrman. The committee will please be in order. Mr. Secre- 
tary, I would like to explain our absence. We did not anticipate that 
we would have a rolleall, on a rule, which was held a moment ago. I 
know that the other members of the committee will be coming in, but 
rather than to wait for that, knowing that you will have to leave early 
in the afternoon, we will resume the hearings now. Mr. Poage of 
Texas will continue with his examination. 


STATEMENT OF HON. EZRA TAFT BENSON, SECRETARY OF 
AGRICULTURE—Resumed 


Secretary Benson. May I ask one privilege? 

The Cuarrman. Yes, sir. 

Secretary Benson. I agreed this morning to insert a table regard- 
ing the cost of the programs for stabilization of farm prices and 
income. Would it be agreeable if with the insertion I made a brief 
explanation of some of the hearings? 

he CuHarrMan. Yes, sir. 

Secretary Benson. In the interests of clarification ? 

The Cuarrman. Certainly, you may do that. 

Mr. Poace. Mr. Chairman, I did not want to continue an examina- 
tion. I hope that I can get off of that line. I am afraid that I did get 
into that activity this morning. I am sorry I did so. I did want to 
discuss a matter further with the Secretary. 

I believe that when we left off this morning we were discussing the 
viewpoint expressed in your statement. As I understand it, you 
pointed out that things are not as bad as they look, because while 
there has been a loss of farm income, there has not been a proportion- 
ate loss of per capita farm income; that was the ray of hope you 
offered in this matter. It seems to me that maybe we are overlooking 
the fact that it is no help to the ordinary farmer if somebody out in 
the Central Valley of California is able to grow 10,000 acres of cotton 
and make a big income and raise that average substantially. You are 
still losing farm population. 

I understood your statement rather indicated that it was a fine 
thing that we have been losing farm population and it was good, be- 
cause it meant we are not losing as much per capita income as we would 
otherwise lose. 

Do you think it is a good thing to have these small farmers driven 
off because it has been the small farmers, has it not, who have been 
lost in our farm population ? 

Secretary Benson. Mr. Poage, of course, our whole effort and our 
whole interest is in the direction of a satisfying living in the farm 
home and on the farm. Anything we can do to bolster income of 
course we are interested in. 

On the other hand, we do feel that our whole economy ought to 
have a maximum of freedom. The people ought to be free to move 
in or out of agriculture. We should not attempt to freeze any segment 
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of our economy in any particular vocation. Had we attempted that 
back in the 1800’s we would still have 75 percent of our people living 
on farms and we would probably have a standard of living more like 
some of the other countries of the world where most of the people are 
required to produce the food and fiber necessary for the population. 

Here in this country our farmers have been free and they have been 
able to make their own decisions, their own management decisions. 
They have increased their efficiency remarkably until today about 13.5 
percent of our total population are producing the food and fiber for 
the rest of the Nation. ‘That fact has resulted in a rise in thestandard 
of living for all of our people. That is due to this increase in the effi- 
ciency in agriculture. 

I think that trend will continue. I hope it will. 

While I do not like to see anyone forced out of any particular job 
or occupation because of economic conditions, neither do I want to 
see them frozen in any particular job and turn to the Government to 
see that they stay in that job regardless of their efficiency or ineffi- 
ciency. 

And so while there has been a movement out of agriculture—it has 
extended over many years—it has been most rapid in the past 20 years 
of any period in our history. Of course, it is due to the fact that farm- 
ers are becoming increasingly efficient. Mechanization has come in 
and it has required a smaller proportion of our total population to 
produce the food and fiber. 

Mr. Poagce. I must, of course, agree with you. That has been the 
basic reason. I think that there is a very important factor that you 
are probably overlooking as to why we have had this large movement 
in the last 20 years. Have we not actually had movement out of agri- 
culture and would we not expect to continue to have movement out of 
agriculture, except to the:extent we force.people out of the farm pro- 
duction, ag in direct proportion as industry is able to absorb thoes 
people who have oda out of agriculture? It is very true that over 
the 160 years of our Nation we have changed. A great majority of 
our people who were living on the farms become a great majority 
living in the towns. 

Secretary Benson. That is right. 

Mr. Poace. The last 20 years it has been much easier for a displaced 
farmer to find a job in town than it was any time in the histery of 
the Nation. 

We said this morning much of that was due to the military develop- 
ment, but jobs have been there, nevertheless. Farmers have moved 
into town and they have found jobs. 

Now we are faced with the proposition that if we drop this income 
of the small farmer—I am not talking about the per capita income, 
the average, because I know that the average goes up when some man 
puts in 30,000 acres of cotton in the San Joaquin Valley—that man 
gets a tremendous income and he raises the average tremendously. 
So that raises your per capita income, but those boys who are still 
growing 2 or 3 bales of cotton—and there are still two-hundred-and- 
seventy-odd thousand in the United States who have less than 5 acres-— 
their income is not going up when the price of that crop goes down. 
It just cannot. It does not go up, it goes down. And the per capita 
income of the small families of this Nation on the farm has been 
dropping, not going upward. 
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It is true that your figures are right and the per capita income of 
everybody engaged in agriculture has gone up, not as a result of 
agriculture, but because of the fact that the farmer has a job or has 
come investments somewhere else. His income from agriculture has 
not gone up. Even if it had it would not prove anything except that 
some big people are getting more and the little people are getting less. 

Is not that a bad thing for those little people to get less? Do you 
not think it is dangerous? Do you not think it undermines the whole 
stability of our Nation to let those little people get less ? 

Secretary Benson. I think the record will not show that the per 
capita Income even of the smaller farmer has gone down. I think 
that has gone up, also—probably not as much in dollars as on the 
larger commercial farms. 

Mr. Poace. Let me say this. You probably are saying that the 
total per capita income from all sources of even the small man have 
gone up, but you are not suggesting that the per capita income of the 
small farmer, the 5-acre farmer—you are not suggesting that his in- 
come from agricultural sources has gone up, do you? 

Secretary Benson. I do not know that I could answer that, Mr. 
Poage. Of course, I do know that about 90 percent of our production 
in agriculture today comes from about 50 percent of our farmers. 
There is about 10 percent that comes from the other 50 percent. 

Mr. Poace. That is right. 

Secretary Benson. Of course, in this second 50 percent there must 
be a lot of very small operators. 

Mr. Poage. In that first 50 percent you have just indicated there 
was much more efficiency. I agree with you. You think it is a good 
thing to have such a large percentage of our agriculture production 
coming from that efficient group ¢ 

Secretary Benson. Well, IT think we should not discourage effi- 
ciency. I am very much in favor of preserving and strengthening the 
family type of farm, because I think it has been and should be and 
will be in the future the very backbone of our rural economy, if not 
of our Nation. 

At the same time I do feel that our people ought to be free to move 
from one occupation to another. I think we are settling the problem 
of the small farmer right now at the direction of the President, as 
you know, ‘They have special problems. 

The price-support program figs not been of any great material help 


to them, certainly not to the degree it has to the larger operator. 
Our national committee has been studying that. 1 would like to 
ask Dr, Paarlberg to comment briefly on that point, if I may. He has 
been serving as secretary of the committee. 
Mr. Paartperc. We have had a study under way now for more than 
a year. ee in it have been agriculture scientists from the 


State colleges, farm organizations, people from labor, church, and 
industrial organizations, technical people in the Department. 

We have done some original work and reviewed the work of other 
groups, including people in the Congress. We have a study which 
is well along and which the President indicated would be transmitted 
to this Congress with a special message from him. 

We have been concerned with the improvement and strengthening 
of a number of programs already to some extent in progress, and the 
inaugurating of some new added services for these people. 

. * 
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The CuarrmMan. Have you not lost sight of the main thing; that is, 
the income? If you do not maintain the income of the family-sized 
farmer, he will not benefit by all of this research and study. 

Mr. Paarteerc. The objective of research. and education is to 
improve and enlarge his opportunities so that he will be able to 
increase his income. We have had sufficient experience with programs 
of education and extension in a number of counties so that we know 
there are substantial opportunities for enlarged income through this 
route. We know as well there are other opportunities for raising the 
general level of income through opportunities other than those present 
in agriculture. 

Mr. Poacs. Mr. Secretary, I would not take issue with the desir- 
ability of research. I do not take issue with the desirability of making 
2 blades of grass grow where 1 grew before. I do not take issue with 
any of these ideas of giving a better life. But as a practical matter 
I never was able to enjoy that better life without more money. I can- 
not pay my bills without getting some cash somewhere, either from 
wages or from the sale of produce. 

The average farmer, if he can stay on his farm, does not have to 
become an industrialist. He depends upon the sale of products for 
his wage. 

In industry we have seen that since the war we have maintained 
wages. Even this very week we have before the Congress right now 
the recommendation of our President asking us to raise the minimum 
wage. A great many of us hope todo it. I expect it will be done. 

Wages have continued to stay up. Sure, we have tried to make 
those workers efficient, but we have never said—the Secretary of Labor 
has never come here and told this Congress that in order to maintain 
the minimum wage that we had during the war—and it was enacted 
during the war, like we enacted a price structure for the farmer— 
he has not told us that “You have to make that worker more efficient.” 
He has come and told us that “You have to raise the price that that 
worker gets for each hour of his work,” not to keep it where it was, 
but to raise it. The President has said that. 

But when it comes to the farmer he says, “No, boy, you cannot expect 
to get as much because obviously the war is over. How do you expect 
to apply a wartime situation to peacetime?” 

What is the difference between the worker who works in the factory 
and the worker who gets his income out of the products of the farm? 
Why are they not entitled to the same kind of treatment ? 

Mr. Drxon. Will the gentleman permit me to ask a question? 

Mr. Poaae. Yes, surely. 

Mr. Drxon. Is it not a fact that the appropriation of the Depart- 
ment of Agriculture for the extension service work through the land- 
grant colleges just recently was increased considerably ? 

Secretary Benson. Yes, there was an increase of some $20 million 
last year approved by the Congress for research and education. This 
year we have recommended some further increase. 

Mr. Drxon. That was largely for the employment of additional 
county agents by the State extension services who would make analysis 
of the farmer’s potential economic plant; is that not right? 

Secretary Benson. Well, it was to permit more intensive work on a 
farm unit basis, looking at the farm as a whole and helping in any 
way they could to increase the farmer’s income through better man- 
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agement, better application of research that was available, and im- 
proved methods, et cetera. 

Mr. Drxon. Is not that increasing his income to a considerable 
extent ? 

Secretary Benson. We have some very encouraging examples, of 
course, where through intensive work these low-income farmers 
have been able to increase their income by adopting improved 
practices, better methods, and looking at their farm operation as a 
whole. It has helped a great deal. We feel that it will help in the 
future. 

Mr. Drxon. I would like to make a statement, if I might, that I 
can produce dozens of cases where it has transformed considerably 
for the better the farmer’s financial situation. It does not require 
added crops or added prices for crops. It has improved the efficiency 
of that small farmer’s operation. 

Mr. Poacr. Will the Secretary answer my question? It has not 
anything to do with the remarks that were made. 

Secretary Benson. You raised the question regarding the recom- 
mendations for increasing the minimum wage. Of course, the mini- 
mum wage is not the average wage. It actually is only a small 
proportion or about one-half of what the workers, for example, in 
the manufacturing industries are getting today. 

The minimum wage does not mean 

Mr. Poace. You just told us a few minutes ago, in answer to Mr. 
Cooley—and very correctly—that the support price was not the market 
price, that the market price of cotton was above the support price, 
just as the actual wage is above the minimum wage. 


Secretary Benson. What I am saying, Mr. Poage, is that the dif- 
ference between the meee price and the market price is smaller. 


proportionately, than the difference between the minimum wage and 
the actual wages in this country for industrial workers. 

So the minimum wage in relation to the support price which farm- 
ers get is not excessive. 

ou may say that the support level is at a higher point in rela- 
tionship to farm prices than the minimum wage is to actual wages of 
industrial workers. Neither the minimum wage nor the support 
price should be the going rate for labor or farmers. 

What we are proposing is that we have a program of supports, 
minimum supports, but we are not going to be satisfied that that 
minimum support will be the market price. 

Mr. Poacs. What you are proposing, as I understand it, for the 
basic commodities, is clearly to reduce a minimum wage of the farmer 
who produces the basic commodities. 

Secretary Benson. No. 

Mr. Poacer. To reduce it from 90 percent to 75 percent. On the 
contrary, the President of the United States has recommended that 
we increase the minimum wage from 75 cents to 90 cents. 

I am not charging that what the President is recommending as to 
wages is wrong. I may vote with him. I am suggesting that if it is 
proper to raise the minimum wage from 75 cents to 90 cents, it cer- 
tainly is highly improper to lower the minimum support for the farmer 
from 90 to 75 percent. 

All I am asking of you is that you, as a member of the Cabinet, 
get with the Secretary of Labor and come up here and give us one pro- 

59214—55——7 
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gram that. will apply across the board to the farmer and to the indus- 
trial worker, alike. 

Secretary Benson. You are not proposing that we go all the way 
and fix prices, are you, clear across the board ¢ 

Mr. Poaer. I am only asking for 90 percent. 

Secretary Benson. They tried that in Russia. You know what 
happened. 

Mr. Poace. No, Mr. Secretary, Russia does not give the producers 
90 percent. They fixed farm prices too low, did they not—is not that 
the trouble in Russia ? 

Secretary Benson. They tried to—— 

Mr. Poaer. The trouble in Russia is the fact that instead of raising 
the farm prices like we are asking you to do now, they lowered the 
farm prices, like you and a large number of people in this country 
want to lower the farm prices in the United States and they got them 
so low that, of course, they are not getting production in Russia. We 
will not get production in the United States if you take away from 
our farmers the opportunity to get a reasonable return for their labor. 

Secretary Benson. What they did, as I understand it, they regi- 
mented the farmer—took away the profit motive and the incentive and 
tried to set prices on everything else for him. As a result the output 
was greatly reduced. 

We do not want to get our farmers in the position where they are 
dependent upon the Government and where the Government is going 
to set the prices for them. We would like to see the markets set the 
prices, but still provide some floor as a safeguard. 

Mr. Poaer. I could go along with you on that. 

Secretary Benson. Then give us greater flexibility in the whole 
program. 

Mr. Poager. I would go along with the proposition of doing it for 
everybody. I have said many times that if you will kick ont every 
subsidy, every support for everybody in this country, I am willing for 
Mr. Farmer to meet the competition of the world. I said the world, 
not simply the United States. Pull down these tariffs—pull down 
these “ship in American bottoms”—pull down these subsidies to the 
airlines—pull down these minimum wages—pull down these guaran- 
teed prices to industry—pull down all of these subsidies that every- 
body else is getting. Then, of course, we can operate in a free economy. 

But you are leading us right back to the old policy that I grew up 
with as a boy where the farmer was the only man in the whole world 
who had to sell in a free market, but he had to buy everything that 
he bought in a controlled market. 

You are asking us to do the same thing today. You are telling us 
to restore the “freedom to the farmer” so that he can sell in that free 
market, but you are going to leave him buying in a controlled market. 

And the President comes here this same session and says, “Raise the 
minimum wage”—your President and mine—“raise these other prices 
—give everybody else the protection of controlled production—that 
is all right for everybody except the farmer.” 

In my part of the country a lot of people got rich on oil. How did 
they get rich on oil? They did not get rich on oil simply because the 
oil was there. They got rich because the Government restricted the 
production of oil. And is doing it right to this good moment. It is 
against the law to ship oil in interstate commerce in the United States 
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if you produce too much of it—more than your allotment. That is 
fine. That is free enterprise. That is all right. But that is wicked 
if the farmer does it. I just cannot understand the difference, Mr. 
Secretary. 

Secretary Benson. Mr. Poage, no one is going to lead you to the 
goal you have set up. Certainly, I am not. But we are all trying 
to do this, to get back to a peacetime program for agriculture which 
has been endorsed by this Congress time and time again. That is 
all we are suggesting. 

Mr. Poace. And you want us to get back to a low peacetime economy 
for agriculture. If so, why do you not want to get back to a low 
peacetime economy for labor, but instead of reducing labor’s wages— 
I am not asking you to reduce it—but instead of reducing’s labor’s 
wages you say, “Let us raise labor.” 

Secretary Benson. No, no. 

Mr. Poacr. So now when we get back to peacetime, instead of 
cutting it, the minimum wage as you are cutting minimum farm prices, 
you raise it to 90 cents. If that is establishing peacetime economy 
for labor, all right, but for agriculture, you would say, we have got 
90 percent now—we will readjust that to peacetime, and we will cut 
it down to 75 percent. 

Secretary Benson. The two are not comparable. In the first place, 
there is only about 1 million workers out of 60 million that are affected 
by the minimum wage. 

Secondly, the proportion which the minimum wages is of the aver- 
age wage is much smaller than even 75 percent of parity is of average 
farm price. 

Mr. Poage. Mr. Secretary, if you are going to justify this because 
it is only a small portion, let us then be equally fair on the farm 
proposition. 

We are only talking about six commodities, as you well pointed out 
this morning. We are not talking about all farm prices. Since we 
are not talking about all of the commodities, then under your theory— 
I do not think it is a very good one—I think we ought to take care of 
all of the rest of the commodities—but under your theory we should 
provide higher prices for these basic commodities simply because they 
do not involve all farmers. 

Secretary Benson. What are you proposing, that we perpetuate the 
kind of program that got us into our difficulties? 

Mr. Poace. I am proposing that we perpetuate our present program, 
because it cost us less in expense for the greater support than any other 
program. I do not want to go back to the question of figures, but 
your own figures clearly show that the kind of program that we want 
to perpetuate is the one that has cost us the least and the kind of pro- 
gram that you are adopting, the flexible program is the one that has 
cost us the most. 

So I do want to perpetuate exactly the kind of program that has 
cost us the least and has given us the greatest results; yes, sir. 

Secretary Benson. It is not only the cost of the program to the 
taxpayer, it is what it is going to do for the farmers. We are cutting 
him back more and more all of the time. It is not only affecting the 
farmer, but everyone that serves the farmer in the community. How 
far will we go? Are we going to continue to cut him back and back? 
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Mr. Poace. About as far as we will go for the oil industry, Mr. 
Benson. On the other hand, if you will wipe out all of the protection 
and restrictions on everybody else, I will vote to wipe out every 
restriction on the farmer and every payment to the farmer and for 
the other fellow, too. That is all I ask. I have not heard you advo- 
cate—I do not mean this personally—I mean all of those who present 
this viewpoint—I have not heard any talk about trying to wipe out 
prorationing for industry or labor. 

The Cuarrman. Will the gentleman yield ? 

Mr. Poace. Yes. 

The Cuatrman. I think it is appropriate for me to ask you at this 
time, since you are talking about the freedom for agriculture—you 
do not advocate doing away with the sugar program, do you ¢ 

Secretary Benson. I have not advocated that. 

The Cratrman. Do you not know that the sugar program has re- 
strictions and controls and subsidies and everything else that you have 
denounced throughout this country? You control the refining of it. 
You control the importation of it. You control the growing of it. 
You contro] everything about it. You pay a tremendous subsidy. 

In your statement, I think it amounts to about $38 an acre to the 
sugar producers. If we are going to be consistent, why do we not 
denounce the sugar bill? Let the sugar man be free. You know what 
would happen to your own sugar beet growers. They would go into 
bankruptcy overnight because sugar would come in from Cuba and 
other places and it would absolutely destroy them. 

The same with the wool bill. You brought that up here. I accepted 
it more graciously than anybody on this committee, except Bob 
Poage—he and I are the only two who could take it and smile about 
it. The rest of them had to eat a little-bit of crow. They all went 
along with it. 

If you are going to be free, let us all be free. 

Secretary Benson. You raised two questions. In the first place 
you raised this whole question of subsidies. I recognize there are sub- 
sidies in many segments of oureconomy. We all know that. 

My concern is what is best for the American farmer—not what is 
happening in the oil industry or some other industry—what is sound 
and right and good for the American farmer in the long run. 

I believe the program which has been recommended, was passed last 
year, is in his best interest. 

Secondly, on the sugar program we have a little different situation 
in sugar. 

And in commodities like wool where we only produce a small propor- 
tion of what we use and where the Congress ae determined that those 
commodities are looked upon as strategic commodities that are needed 
in time of emergency, we ought to have a portion of our production 
here at home. That is a question for the Congress to determine. 

If that is the policy, then we have to devise a program to try and 
carry out that policy. That is what we tried to do in wool, to meet the 
goal of 300 million pounds of production on wool set up by the 

ongress. 


It was a question of devising the kind of program that would stimu- 
late our production, which represents only about one-third of our 
consumption. 
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In the case of sugar—I forget the exact figures, but if I remember 
correctly, the mainland areas supply over a fourth of the sugar used 
in this country. If you include the offshore places like Hawaii and 
Puerto Rico. it probably runs up to something over one-half. 

It isa question for the Congress to determine. 

If there is a matter of national] defense involved, then that is some- 
thing else. 

Mr. Poaer. I do not want to put our chairman in the position that 
the chairman must ask this question. If you are going to raise this 
question and try to say that there is a difference in principle between 
import and export crops, then let me ask you if you are going to base 
this on prineiple on the high motives that you do not want to control 
unybody—how do you explain your recommendation to this Congress 
last year that we continue all of the controls on tobacco. Tobacco is 
not an import crop, It is an export crop. It depends upon the ex- 
port market just as much as cotton and wheat does. 

Secretary Benson. That is right. 

Mr. Poser. We do not have any shortage of tobacco in the United 
States, and yet we have more minute controls on tobacco than on any 
crop that we produced. I think it has done a good job. I do not 
want to give any wrong impression there. 

As long as we are going to live in this controlled economy, I have 
no criticism of the tobacco program. It has worked out successfully. 

Secretary Benson. To a degree. 

Mr. Poacer. And you recommend to this Congress that we keep it. 

Secretary Benson. Yes, that is right; we did. 

Mr. Poage. Why? 

Secretary Benson. Well, in the first place, you have a different situa- 
tion in tobacco. There are several factors that are rather unique with 
tobacco. In the first place, its production is limited to a rather small— 
relatively small—let me finish 

Mr. Poage. Limited by law, not by nature. 

Secretary Benson. Let me finish, please. It is limited toa relatively 
small geographic area in its production and there is no serious problem 
of diverted acres because most of the plots of tobacco, as you know, are 
relatively small. So it does not present a serious problem of diverted 
acres. 

Mr. Poaee. The only reason that is, is because of the law. 

Secretary Benson. May I finish? The domestic market for tobacco, 
of course, has been expanded, as you know, at least 

Mr. Poaer. I do not know that it has been expanded. I understood 
that it decreased substantially this last year. 

Secretary Benson. Over the years it has been increasing. Until 
recently there has been a tendency to absorb whatever was produced. 
And it has been subject to regulation and control, because it is handled 
almost as a monopoly. You have had heavy revenues, Government 
revenues from it. So it was already under regulation. There are a 
number of other factors that made it a little different problem than 
a great commodity like cotton and wheat that is scattered in wide 
areas throughout many, many States. 

Mr. Poacr. Possibly it makes it a different practical problem, but 
you did not put it on the basis of a practical problem. You did not 
put it on the basis that we could buy immunity from the laws, from 
the moral laws, by paying money into the Treasury. 
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Secretary Benson. We dealt with this whole program commodity 
by commodity. We reviewed each commodity—— 

Mr. Poacs. You considered tobacco purely as an economic proposi- 
tion, but consider the other basic commodities as moral problems in 
which the farm 

Secretary Benson. I am not saying that at all. 

Mr. Poace. But in tobacco, because it pays good revenue, we should 
let it get by with immunity, as it were, and simply pay the Government 
a revenue and therefore we will overlook the question of the freedom 
involved. 

Secretary Benson. We still have some problems with the tobacco 
program, too. As you probably know, there has been a tendency 
through the years for the allotments to get smaller and smaller and a 
tendency toward their becoming less economic. Also, the increase in 
tobacco prices has been pretty well capitalized into the land until now 
° super starting out to produce tobacco does not get very much of the 

enefit. 

So it is not all rosy even in the tobacco program, but there are pecu- 
liarities in the program which make it a little more susceptible to 
controls than some of the other basic crops. 

The Cuarrman. Will you yield? 

Mr. Poace. Yes. 

The CuarrmMan. We have exactly the same machinery on the books, 
Mr. Secretary, for cotton had we applied control at the time when you 
think it should have been applied—and I agree with you that perhaps 
controls should have been applied—looking back on it now—we would 
not now have what appears to be a great surplus of cotton, would we? 
It also reminds me of the fact that I think Secretary Brannon was 
we for a 16-million-bale crop and the farmers produced 16 million 

ales. 

T remember one year we thought that we had a tremendous surplus 
and in less than 90 days it turned out that we had to put on export 
controls. So the whole thing has been wrapped up in our international 
situation. 

I do not think it is right to blame the cotton farmer or the wheat 
farmer for producing all of this abundance that we now have in 
storage. I can readily understand what you mean when you say that 
wheat presents a problem that is somewhat different from tobacco, 
because it is grown in a large area and you do have diverted acres by 
the millions, when you reduce their acreage drastically. The principle 
is exactly the same. 

The reason I say that the tobacco program is a success is that we 
have had it under control constantly from 1939. We threw off controls 
in 1939. We produced a tremendous crop, which if grown this year 
we would be in bankruptcy by harvest time. We know that is exactly 
what will happen to us. We did it in 1939 and the price went down 
to 15 cents a pound or less. It does not make any difference if we get 
15 cents a pound or 50 cents a pound, the consuming public is going 
to pay exactly the same for cigarettes. 

That brings me to ask you about wheat. Here is a wheat farmer 
this year under the 82.5 percent program. Unless we do something 
with the acreage, they are going to sustain a loss of $156,750,000. At 
that price it will be 82.5 percent instead of 90 percent. If you are going 
to lower that to 75 percent as you advocate, the losses to the wheat 
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farmer alone this year would amount to more than $300 million, which 
is more than the entire overall price support program on all six 
commodities cost the United States in 21 years. 

Secretary Benson. Mr. Chairman, what do you propose to do then 
for wheat—continue to pile it up in Government warehouses? We 
have $2.5 billion tied up in wheat now, a 2-year supply. We have it 
because we neunaialtion: the program which was intended for use in 
wartime, 10 years afterwards—let me finish—10 years after the war is 
ended we still continue it and as a result it has forced an expansion in 
acreage until the most inefficient producer in the country has been able 
to come in and produce wheat. We are producing it in the Corn Belt, 
in the southern Great Plains area. We are producing it everywhere. 
Much of it is of a quality that the millers do not want, and yet we con- 
tinue a program because we have not had the courage to face up to it 
and change it. I think that is exactly it. 

The Cuatrman, I was herein wartime. I helped draw this program, 
and I take some pride in having served on the committee during the 
20 years we have been building the program. 

Secretary Benson. I think it served a useful purpose during the 
war. 

The CHarmman. It was built up as a nonpartisan, bipartisan 
proposition. 

The Republicans sitting over here are just as much in favor of con- 
tinuing this proposition as I am. We do not regard it as a wartime 
measure. We were experimenting in the field of price support back 
in 1938 and 1940 and 1942, but when we got it up to 90 percent it 
worked. There are a lot of people who wanted to put it up to 100 
percent of parity. You say it is a wartime measure. We maintain 
that it is not. 

The machinery is just as effective when applied to cotton as it has 
been with tobacco. 

The only thing is that your predecessor, Mr. Brannan, did not im- 
pose quotas when perhaps he should have imposed them. You have 
imposed them. Under the law there is nothing else for you to do but 
to impose the quotas. But the fact that we have not had quotas on 
cotton for all of these years got us into the trouble. But that does not 
mean that the machinery is bad; it does not mean that we should tear 
up the program because the program has not been permitted to operate. 
Now it is operating. And I will almost guarantee, if I had the money 
to do it, that if you will let this program operate on top for 2 or 3 
years, you will not lose a dollar on a single bale of cotton and probably 
will make money on it as we have made money on the cotton program 
in the past. The cotton program will show a profit in excess of $250 
million. You can figure that out. Right today the taxpayers have 
made that much on the cotton program. 

In addition to that we have maintained the degree of stability of the 
cotton prices and degree of prosperity for the cotton growers. Now you 
are going to turn over the whole program and throw it out because your 
predecessor would not let it operate. 

Secretary Benson. We are not proposing to turn it over or tear it 
up, either. 

The CuarrMan. Well, what do you propose? You went all over the 
country saying, “I want freedom for the farmers.” 
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Secretary Benson. All we are proposing is that we return to that 
which was endorsed by both political parties. 

The Cuarrman. I will interrupt you. I helped write and am re- 
sponsible for the writing of the 90-percent program that went into our 
party platform in Chicago; I went out there for that one purpose. It 
is in there in plain and unambiguous language, 90 percent. That is 
what my party stands for. That is what I stand for. 

Your party stood for 100 percent in the campaign. I do not know 
what you stand for now. You know Mr. Eisenhower was talking 
about 100 percent of parity. And the farmers thought, perhaps, he 
meant what he said. 

Secretary Benson. He did. 

The Crarrman. He wanted it at the market place, but he did not 
tell us where the market place was. 

Secretary Benson. Everybody knows where the market place is. 

The Cuatrman. When this bill comes to the floor you will see where 
the leadership of the Democratic Party stands on the bill and when 
the vote is taken in this committee. It is written into our party plat- 
form right now. It was included in 1952. 

I am not saying that this is partisan. When the vote is taken it 
will not be partisan. 

Secretary Benson. Mr. Chairman, all I have done is to give you 
my best judgment. I have done it in what I considered the best inter- 
ests of the American farmer. I think the bill is a mistake. I think 
the present program, which was passed by the 83d Congress, ought to 
be given an opportunity to go into operation. That is my best judg- 
ment. Wedi fler, and I respect your judgment. 

The CHarman. Suppose that we were to force this price-support 
program back to 90 percent of parity on cotton, do you think we are 
going to produce any more cotton in 1955 than we would produce at 
8214 percent of parity ? 

Secretary Benson. We probably would have it under rigid controls. 

The Cuarrman. That is it exactly. Nobody on this committee has 
ever advocated, to my knowledge, high support prices for unlimited 
promnenon of anything. Every time we have attempted to do it, we 

ave gotten into trouble and lost money. We are not advocating that. 
We are advocating strict controls on acreage allotments and market- 
ing quotas, but we do feel that when you do, that you should, at least, 
guarantee the farmer that he is not going to drop below 90 percent 
of parity. That is the only difference between us. With controls the 
farmer cannot produce beyond the controls without paying a great 
penalty for it. 

I will agree with you on potatoes and eggs, and anything else, dairy 
products, even—I know a lot of people in the poultry business who 
are in a distressed situation right now—and the poultry houses are 
hit down in my district because they do not want to put in any more 
chickens, but the point is that they are commodities which cannot be 
controlled—have not been controlled—I am talking here, now, about 
five basic commodities that we can control the production of. 

We can store them. They are storable. ey will not deteriorate. 
This cotton will be good 50 years from now and every bale may be a 
blessing. ‘ 
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You say now that the program you brought us with your set-aside 
will give us 90 percent on cotton this year. If it is bad, why did you 
rig up the program to fix it at 90 percent ? 

Secretary Benson. The only reason that it will provide 90 percent 
is that we provided for this set-aside for a temporary period durin 
the transition, because we were in such a serious position on some 0 
these commodities that we could not make the adjustment imme- 
diately. It took time. 

We have been years getting into the position we are in. For 
example, on wheat, we did not stay on wheat very long, but it is our 
most serious problem right now, with 2 years’ supply on hand and 
with our markets shrinking somewhat. It presents a very serious 
problem. 

The CHarrman. I want to make it clear that I am not blaming you 
for these surpluses. I am not blaming the farmers for the surpluses, 
but you say let your program operate. 

Secretary Benson. The program has been operating now for a great 
many years. 

The CuatrmMan. Which one, on cotton ? 

Secretary Benson. The one you are advocating. 

The Cuarrman. And it has made a profit. 

Secretary Benson. Look what has happened in wheat. It is not 
a question of making a profit. Where does it put the farmer? He 
has to cut back his acreage and he does not like to do that. He has 
cut it way back. 

The Cuatrman. They voted about 95 percent in favor of it. 

Secretary Benson. But they did not have a choice between rigid 
supports and flexible supports. 

The Carman. They had a choice betweeen 90 percent and 50 
percent. 

Secretary Benson. Sure. 

The Cuarmman. And they voted for the 90. 

Secretary Benson. Sure. 

The Carman, And they took the controls. What is going to 
become of this $156 million that the wheat farmer is going to lose in 
this good year of our Lord 1955—who is going to get it? 

Secretary Benson. Had we gotten on to a flexible program back in 
1946 at the end of the war we would not have this problem today, 
in wheat. 

In the first place, you would have millions of acres that are now in 
wheat that would still be in grass where they should be. 

And secondly, you would not have this tremendous expansion of 
wheat acreage in the Corn Belt. 

The Cratrman. You have had the same thing in beet sugar out 
there. It is more profitable to grow beets than other crops and if 
it is, you grow beets. 

Secretary Benson. That is the way the farmer ought to be free to 
make his choice. 

The Cuamrman. If you cut down the price of wheat to the wheat 
farmer this year $156 million, you know that the price of bread is not 
coming down, so who is going to get the $156 million? It is just 
taken away from the farmer and nobody gets it. It does not go into 
on economy at all, does it? The consumer is not going to benefit 

y it. 
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Secretary Benson. Of course, on that theory, Mr. Chairman, then 
I assume we would want to guarantee a profit on every industry re- 
gardless of the need for the commodity that is produced. In other 
words, we should have a high rigid support on buggy whips and have 
kept everyone in business making buggy whips sat hasbeete. 

‘These commodities must compete for harketa They must move 
into consumption. And to go on producing twice the amount of 
wheat that we can consume without markets for them is not going to 
help the farmer. In the long run it will cut. back his production 
more and more until his total income will actually be less. 

The Cuarrman. What you believe is that farmer should operate 
under the law of supply and demand, is that right? 

Secretary Benson. I believe in the program which has been recom- 
mended, which has been approved by the Congress the last session 
and which I think will be a good thing for the farmer. 

The Cuatrman. Do you think it will be all right this year? 

Secretary Benson. Beginning on the 1955 crops and moving from 
there into 1956 

The Cuatrman. Down in 1955. 

Secretary Benson. Not necessarily down, but it does provide for 
flexibility in the support level. 

Mr. Poacr. There are a few matters that I would like to get cleaned 
up. I think that we might postr well try to get a clear understand- 
ing of that set-aside. It has been mentioned several times, 

I believe there was the suggestion this morning that it was not a 
sleight-of-hand deal. I am just asking questions and not expressing a 
philosophy and not asking for any. 

We have a set-aside in effect now on cotton, do we not ¢ 

Secretary Benson. Yes, just part of it. 

Mr. Poacr. How much ? 

Secretary Benson. According to the law, the minimum set-aside 
for cotton is 3 million bales and the maximum is 4 million bales. We 
have put 1 million bales in the set-aside; more will be set aside as we 
obtain ownership of it. 

Mr. Poacg. Is that all that is set aside? 

Secretary Benson. The authorization I think permits up to 4 mil- 
lion bales. 

Mr. Poage. You only have 1 million bales set aside? 

Secretary Benson. That is right. 

Mr. Poace. I understood it was more. 

Secretary Benson. I believe in the price computation for supports 
we did use 3 million bale set-aside—that is right. 

Mr. Poaag. So as a matter of fact, that is all that you used ? 

Secretary Benson. Which means had we not set it aside with the 
supply situation the way it is the support level would be lowered. 

I want to clear up this one point. This is not any sleight-of-hand 
performance on this set-aside. This was developed and proposed by 
a bipartisan 18-man commission. It was also approved by the very 
best leadership we could get from the various land-grant colleges as 
a means of helping to meet a difficult situation. 

Mr. Poaae. I am willing to accept the legitimacy of the parentage 
of the project, but I want to find out what the project is. Actually 1s 
it not anything except just a determination for price support figures— 
there is no actual set-aside in there? 
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Secretary Benson. We have earmarked 1 million bales. However, 
the minimum set-aside is 3 million bales; therefore, we must use a 
set-aside of 3 million bales for price support purposes. The main 
reason we have not earmarked more than 1 million bales in the set-aside 
is the fact that the CCC stocks total about 1.8 million bales. We 
have much more under loan, much of which will come in. 

Mr. Poacr. Just what bales are earmarked? That is what I want 
to get. Just what bales of cotton are earmarked—where are they? 

Secretary Benson. They are in CCC stocks, 

Mr. Poace. How much cotton have you got in CCC stocks? 

Secretary Benson. We have nearly 2 million now. We have 
1,800,000. 

Mr. Poace. You do not have 3 million bales of cotton to earmark, 
do you? 

The Cuarrman. 1,700,000. 

Mr. Poacr. Whatever it is. There is simply not as much cotton in 
Government hands as you claim to have earmarked. Let us be plain. 
I do not mean that you are trying to deceive us, but I do not think that 
you understand this set-aside any more than the average man in my 
district, with all due respect to you, because you just told us that this 
cotton was earmarked, yet the United States Coveteainans does not own 
3 million bales of cotton. How in the world is the United States Gov- 
ernment earmarking 3 million bales of cotton that it does not own? 

Secretary Benson. It is earmarked for price-support purposes, as I 
said earlier. 

Mr. Poage. Just how is it earmarked—do you put a red tag on it or 
a yellow tag? 

Secretary Benson. No, no. 

Mr. Poace. How do you earmark it? 

Secretary Benson. It is earmarked in the figures and does not come 
into the computations for the price support. 

Mr. Poaae. In other words, it is not earmarked—in other words, it 
is nothing but a calculation on a figure, and there is not a bale of cotton 
in the United States that is actually earmarked, is there? 

Secretary Benson. We do not take it out and destroy it or dispose 
of it or hide it, or anything of the sort. It is still part of the total 
supply. 

“y Poaae. Nor do you put any identifying mark on one single bale 
of cotton, do you ? 

Secretary Benson. We do agree that that amount is not available 
to the market on the same terms as our other stocks. 

Mr. Poacs. You agree that you are not going to consider that you 
have got it. I understand that. ThatIcallasleight-of-hand. That 
is not a physical action of earmarking or setting aside anything. 
There has not actually been any set-aside, has there—you have not 
physically moved one bale of cotton, have you? 

Secretary Benson. What difference would it make if we took it over 
and put it in a separate warehouse? It would not make any difference. 
It would still be part of the total supply. 

Mr. Poaas. I was not greatly concerned about what difference it 
would make. The question was whether or not the Department of 
Agriculture has physically moved or identified one single bale of cotton 
to justify the statement that it had been earmarked. 
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Secretary Benson. We have earmarked it for record purposes and 
for price-support purposes. 

r. Poacr. Wait now—how have you earmarked it for record pur- 
poses—you mean you have made an adjustment on your records, but 
you have not earmarked the cotton, have you ? 

Secretary Benson. In all of our accounting we have. 

Mr. Poace. In your accounting, but you have not earmarked the 
cotton—you have entered some figures in the record that fool no one 
except your Department, but you have not earmarked a single bale 
of cotton, have you? 

Secretary Benson. No, we have not put red tags on it, if that is 
what you mean. 

Mr. Poacr. Nor have you done any other single physical act that 
would distinguish one bale of cotton in the United States from another 
as to being earmarked or set aside. 

Secretary Benson. We have it on our records. 

Mr. Poage. You have it on your records, yes, but you have not physi- 
cally either earmarked or set aside a bale of cotton, have you? 

Secretary Benson. It affects our sales policy and that is pretty 
important. 

Mr. Poace. I did not inquire about the sales policy. I asked only 
about the physical act. I do not know how we could learn what the 
Department has done except to ask. I still am at. a loss to know just 
exactly what you have done in a physical manner of either earmarking 
or setting aside. 

Secretary Benson. We have earmarked it in our accounting and in 
our price-support operations. 

Mr. Poage. I got that. I got that a moment ago. I still have not 
had an answer as to whether you have physically earmarked or set 
aside one single bale of cotton in the United States. 

Secretary Benson. The answer to that is“No.” We have not phys- 
ically earmarked it. 

Mr. Poace. Thank you. 

Secretary Benson. By putting labels on it. 

Mr. Poaar. The same answer would hold true as to earmarking or 
setting aside a bushel of wheat, would it not ? 

Secretary Benson. The same explanation I made would apply to 
wheat. 

Mr. Poace. That is right. 

Secretary Benson. Yes. 

Mr. Poace. Just one more statement. You have earmarked 3 mil- 
lion bales of cotton on your records, but you do not own 3 million bales 
of cotton—that is right, is it not? 

Secretary Benson. We have only 1.8 million bales, I think, actu- 
ally, in CCC hands. We have many more under loan—much of it 
will come in. 

Mr. Poaces. I owe the building and loan company a substantial 
amount on my home in Waco, Tex., but I do not like to say that the 
building and loan company owns my home. I am still paying the 
taxes on it. 

Secretary Benson. We have set aside just the 1 million. 

The Cuarrman. I should like to ask you to put into the record at 
this point in your testimony the quantity of cotton and other com- 
modities that you actually have set aside in your calculations. 
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Secretary Benson. Yes, we will do that. 
(The information is as follows :) 


AMOUNT OF COTTON AND WHEAT SET-ASIDE 


The Department announced on September 15, 1954, the initial composition of 
the set-aside as 400 million bushels of wheat and 1 million bales of cotton. It 
was also announced that the set-aside on cotton would later be increased to at 
least 3 million bales. 

The Cuatrman. We know now it is not physically, actually set 
aside, except in the warehouses, or except in placement—only used 
in making your calculations. I would like to have that in the record 
at this point as to just what you have in the set-aside. 

Secretary Benson. We will be glad to do that. 

The Cuatrman. I dislike to interrupt again. We have a rollcall 
on a very important rule. That is the reason that the members did 
not come Over. 

We will recess as this time until quarter to 4 o’clock. I think that 
we can then finish with you in a very short time after that, if that suits 
you. 
~ Secretary Benson. It does not suit me, but I will abide by your 
wishes. That is one-half hour ? 

The Cuarrman. Yes. We will try to conclude quickly. 

(Whereupon, at 3:15 p. m. a recess was had until 3:45 p. m.) 

The CuarrmMan. The committee will be in order. 

Mr. Secretary, I want to apologize again for these interruptions, 
but it has been due to a very important matter now being considered on 
the floor. 

Secretary Benson. I understand, Mr. Chairman. 

The CuarrMaNn. I would like to say to Mr. Andresen and the mem- 
bers who are here that the Secretary has to leave by 4 or 4:30 o’clock 
because he has an engagement downtown that he must keep. The 
Chair recognizes you, Mr. Andresen. 

Mr. ANprRESEN. I am sorry that you have been detained here. 

Secretary Benson. That is all right. 

Mr. ANpRESEN. I can assure you that my questions will be very few. 
And I will submit some in writing to you at a later date after I have 
had an opportunity to analyze more of the material furnished by the 
Department. 

Secretary Benson. Yes, sir. 

Mr. AnpRESEN. You have a good many dairy experts in the Depart- 
ment of Agriculture and I understand you are one, too. 

Secretary Benson. I do not pose at an expert, Mr. Andresen. 

Mr. Anpresen. And while we have touched on cotton and wheat 
and tobacco and rice today, I thought that we ought to have a few 
questions on the most important industry in agriculture and the 
largest, which is the dairy industry. 

You did not make any recommendations last year, nor have you 
made any recommendations now in your statement on additional poli- 
cles or new programs to solve the dairy problem. I understand that 
you are recommending a continuation of the present program which 
Congress enacted into law. 

Secretary Benson. Yes. Generally speaking, that is true, Mr. 
Andresen. Of course, I would hope that the dairy industry would 
continue their promotion program which does not, of course, require 
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legislation. Generally speaking, I recommend that we continue along 
the lines that we are following now. 

Mr. Anpresen. When you say you hope the dairy industry will 
continue its promotion program, a certain segment of the dairy indus- 
try is recommending that we permit them to levy a tax on all milk for 
promotional purposes to raise forty or fifty million dollars. Have 
you seen that proposal ? 

Secretary Brunson. No, I have not—I will be interested in it. 

Mr. Anpresen. Do you think it would be wise for Congress to enact 
a law to tax a certain segment of agriculture to raise money for pro- 
motional purposes ? 

Secretary Benson. I would rather withhold judgment on that. I 
would like to study that a little. That is something new. Although 
we did approach on a permissive basis, at least in the wool bill, you 
may recall. 

Mr. Anpresen. Yes, I recollect that, but no doubt this will be sub- 
mitted to you. It may be possible that it was not submitted to you, 
that is, when you were studying the different proposals. 

Secretary Brunson. I do not think that it came to my attention 
personally. 

Mr. AnpresEn. Congress did enact several important provisions 
relating to the dairy industry for the disposal of surplus milk and 
dairy products in this country. One was to do away with brucellosis 
reactor cows and this committee provided $30 million should be used 
in the next 2 years, 1955-56 to accelerate the brucellosis-eradication 
program. How is that program functioning ? 

Secretary Benson. May I ask Mr. Peterson to comment? . I think 
very well, but he has been very close to it. 

Mr. Pererson. We started out on that program, Mr. Andresen, by 
meeting with several States and reviewing with the States the need 
for the acceleration of the brucellosis program and developing ways 
and means with the States as to how that program might best move 
forward. From those meetings with the States we developed a pro- 
gram and are using this year, as I recall, roughly $13 million of the 
program. 

Mr. AnpreEsEN. Do you feel that that program is going to clean up 
a good many of these herds now that are in production of milk that 
are affected with brucellosis ? 

Mr. Pererson. Our records indicate from the slaughter that is being 
done that it is cleaning it up in many areas. The extent to which 
the brucellosis program had developed among the several States, par- 
ticularly the dairy States, varies quite considerably, but there was in 
all of the dairy States some kind of a brucellosis program. 

With the addition of this program it is my personal feeling—and 
I think the results which we have will indicate okie we are mov- 
ing quite rapidly in the direction of a cleanup of the brucellosis 
problem. 

Mr. Anpresen. How many years do you think it will take to secure 
disease-free herds from brucellosis in this country? 

Mr. Prrerson. Judging by the experience with the tuberculosis pro- 
gram where we moved, as I recall, from an estimated infection percent- 
agewise of about 11 percent down to in the neighborhood of two-tenths 
of 1 percent, over a 30-year period, it will take quite a period of time. 
This brucellosis program started out in 1934, So we have been operat- 
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ing, at the close of last year, with some kind of brucellosis program 
about 20 years. 

Judging by that it will take at least another 10 years to get down to 
a basis of somewhere in the neighborhood of 1 percent. That would 
be my best estimate. 

Mr. ANprESEN. Now, Mr. Secretary, in view of what Mr. Peterson 
has said, do you feel that it is advisable to extend the brucellosis pro- 
gram on the same scale or an enlarged scale for a longer period of 
years than 2 years? 

Secretary Benson. Certainly, from he says and from my knowledge 
of the seriousness of the brucellosis problem, it would seem that we 
should extend it, Mr. Andresen. 

Mr. Prrerson. May I comment further, Mr. Secretary and Mr. 
Andresen ? 

Secretary Benson. Yes. 

Mr. Anpresen. Yes. 

Mr, Prrerson. One of the problems with which we have been very 
much concerned is that the extension of the program through the Fed- 
eral effort—the enlarged Federal effort—shall not supplant what the 
States had already been doing, but shall rather supplement what the 
States have already been doing. 

Mr. ANDRESEN. The intention of the act of Congress was that it 
was to suplement—it was so stated—that was the intention in the de- 
bate and I believe in the report. 

Mr. Perrerson. That is correct. 

Mr. Anpresen. And it was to be in addition. 

Mr. Pererson. That is correct. 

Mr. AwnpresEN. To what the States were doing and that there 
should be an additional Federal indemnity. 

Mr. Pererson. That is the way and the manner in which we have 
ean and are operating the program at the present time. 

r. ANDRESEN. You say that is the way it is being administered? 

Mr. Pererson. Yes, sir. 

Mr. AnpreseN. What are the payments that are being made now 
as a result of the new program ? 

Mr. Pererson. It is $25 for nonpurebred reactors and $50 indemnity 
for the purebred reactors, but not to exceed two-thirds of the difference 
between the appraised and salvage value. 

Mr. AnpreseNn. If the animal is appraised at $75, how much would 
the indemnity be? 

Mr. Pererson. If the salvage value were also $75 there would be no 
salvage value, that is, no indemnity. If the salvage value were $25, 
the difference being $50, the indemnity would be two-thirds of the 
difference. In most instances, to the best of my knowledge, the maxi- 
mum indemnity is being paid. __ 

Mr. Anpresen. I might say, Mr. Secretary, that this was a program 
that was instituted by this committee and not on the recommendation 
of any group or the Department of Agriculture. 

Secretary Benson. I think you will find that the Department is very 
sympatetic toward it. 

r. ANDRESEN. I am very glad to hear that. We also know that the 
various dairy groups are in accord with the program, although they 
do not think it moving fast enough. They want something that will 
move faster. 
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What success are you having on the additional milk for school-lunch 
program where we directed that $50 million a year should be used for 
2 years to accelerate the use of surplus milk in this country? 

Secretary Benson. Mr. Butz is not here, he has been following the 
details of it, with Oris Wells, but I remember the last time I checked 
I think it is operating in all of the States now. We have had a fine 
ee from the schools. I think the program is working out very 
well. 

As of January 15, 1955, 40,000 schools have been approved for par- 
ticipation in the program. 

Mr. AnprRESEN. How many students? 

Secretary Benson. I do not have the number of pupils, but this is 
an increase of approximately 10,000 schools above the number which 
were approved in November of 1954. 

Preliminary reports indicate about 5.2 million children were drink- 
ing milk under the program. This isas of January 15. 

Mr. Anpresen. As I understand it, there are over 30 million or 
close to 35 million pupils in our public schools. Do you know of any 
better way to use up the surplus of milk in this country than to get 
it into the hands of the schoolchildren as a stabilizing program ? 

Secretary Benson. I think it is a very good thing, not only from 
the standpoint of the dairy industry, but from the standpoint of the 
health of our people. 

Mr. Anpresen. This program that is in the act of 1954 was author- 
ized for 2 years ? 

Secretary Benson. Right. 

Mr. Anpersen. What is your recommendation as to the continuance 
of that supplemental school-lunch program or the milk program for 
a longer period of time ? 

Secretary Benson. I am inclined favorably toward it. However, 
I would like to see it operate for a year before we extend the operation 
beyond the 2-year period. 

Mr. ANprEsEN. We are about to prepare legislation. Of course, we 
would like to have some ideas in the bill, whether it is the bill that is 
before us or some other legislation, so that we can deal with agricul- 
ture as a whole, and I think that in view of the situation for the 
dairy industry we ought to have something included. 

Secretary Benson. Well, I did not know that you had in mind 
introducing it at this session. However, if it is to be introduced we 
would be very glad to study it and give you our best judgment on it. 

Certainly it is a program that seems to be popular over the country. 
[ think it has been very helpful. 

Mr. ANnpreseNn. I think all members of the committee favor this 
program. They want to get this surplus milk into the mouths and 
stomachs of the American citizens. 

Secretary Benson. Right. 

Mr. Anpresen. And if we give it to the schoolchildren that is cer- 
tainly a worthy place to put it. 

Secretary Benson. That is a better place than to have it in Govern- 
ment storage. 

Mr. Anpresen. Have you made any estimate as to the effects upon 
the surplus situation if all of the pupils in the public schools are able 
to get this milk? 
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Secretary Benson. No, I do not know that we have confined it en- 
tirely to the pupils, but we have made some calculations indicating 
that if each person in the country would consume 11% ounces of milk 
per day beyond what the present consumption is, that it would more 
than clear out any surplus we are producing. That was some time ago. 
Since then, of course, production has leveled off somewhat. Dairy 
cow numbers are declining. So I imagine it would be even a smaller 
quantity than that now. 

Mr. ANDRESEN. Was that 114 ounces per day ? 

Secretary Benson. Per day per capita. 

Mr. AnpreseNn. Then if we could get an additional pint of milk 
consumed among the 30 to 35 million schoolchildren in this country 
it would not take very long to use up the surplus. 

Secretary Benson. That is right. These dispensers are being placed 
in many of the schools and factories and many public buildings, and 
also in railway stations and airway terminals, et cetera. They are 
catching hold in a big way. That is tending to increase the con- 
sumption. 

In our own Department we find that it is constantly increasing and 
yet the consumption in the cafeteria is maintaining itself. So it isa 
net increase. 

Mr. AnpreseNn. Is the Department doing anything to accelerate the 
use of surplus dairy products by the armed services or the Veterans’ 
Administration ? 

Secretary Benson. Yes, we have contacted both agencies. I think 
a plan has already been pretty well perfected for increasing the con- 
sumption of fluid milk in the armed services. We have discussed that 
with the Defense Department on 2 or 3 occasions. I do not have the 
details here, but we can get them for you. 

Mr. Anpresen. I oon you would. 

Secretary Benson. We made an announcement some time ago in 
which we referred to it. The Defense Department made this announce- 
ment that as a result of conferences with the Department of Agricul- 
ture the military service is being authorized to increase the issue of 
fluid milk for troop feeding and hospital messes by one-half pint per 
day. 

Mr. AnprEsEN. Was that to all of the troops or just in the hospitals? 

Secretary Benson. For troop feeding and hospital messes. So I 
assume it would be all of the troops in the continental United States. 

Mr. AwnpresEN. How about outside of the continental United 
States—we have several hundred thousand there ? 

Secretary Benson. This only mentions the continental United 
States. I would have to check that to be sure. 

Mr. AnDrEsEN. Would you also check about the amount of butter 
and cheese that you are able to get them to use in the armed services ? 

Secretary Benson. Yes. They did increase their take of butter, but 
I would have to get the figures. I do not have the exact figures here. 

We have been working with them for about a year to try to get them 
to increase their allotment of dairy products. 

Mr. Anpresen. You say you have been trying to get them to do it? 

Secretary Benson. We have been working with them and holding 
conferences with them. 

Mr, Anpresen. Is it just in a conference stage—I notice they have 
used about.30 million more pounds in the last year or more than a year. 

59214558 
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Secretary Benson. Yes. Our conferences—that is, the first con- 
ference with them started, as I recall, something over a year ago. This 
announcement that I read from was back in October. 

Mr. Anpresen. It was2 years in March or it will be that. 

Secretary Benson. We have the figure here on butter. 

Mr. Anpresen. They have not used very much butter—they used a 
couple of million pounds of butter for the armed services. They do 
not have to pay anything except the cost of packaging and the cost 
of transportation, since we enacted the law in 1954. What I am afraid 
of is this, Mr. Secretary, that a lot of these things are just in a con- 
ference stage or somebody writes a letter to somebody and it is filed 
away. 

Secretary Benson. No. 

Mr. Anpresen. Where there is nobody that is aggressively push- 
ing this. 

Secretary Benson. I think this is being aggressively pushed. We 
have the record here of the amount of butter that has gone to them 
out of Government stocks. Of course, this program of increased con- 
sumption of fluid milk is already in operation. So it is not in the con- 
ference stage any more. We first started talking with them more 
than a year ago, and the program is in operation now. : 

Mr. Anpresen. I should like to see some more aggressive action. 
I say that in all kindliness, because I think as long as we have these 
tremendous supplies on hand, we ought to dispose of them. If we can 
give them to American soldiers or American students in public schools, 
we ought to get these supplies to them. 

Secretary Benson. I am fully sympathetic with that. T have been 
accused of being too aggressive in this field, but certainly, we are 
very much interested and we are working closely with the industry 
on it. We will certainly push it. 

Mr. Anpresen. That was also a measure that was instituted by this 
committee and without the recommendation of anybody from the 
outside, whether in the industry or in the Department. 

The reason I ask these questions is that I want to know if the De- 
partment has something to recommend or if it has to come from the 
minds of the members of this committee. 

Secretary Benson. Well, the Department has been very active in 
recommending certain changes in 

Mr. Anpresen. Not in the dairy program. 

Secretary Benson. Not requiring legislation I think, particularly. 
The Department did a great deal to spark plug the promotion pro- 
gram which the industry is taking hold of in cooperation with us 
which has resulted in great increases in consumption. 

Mr. Anpresen. You say that is 5 percent in your statement. 

Secretary Benson. A 5 percent increase in butter consumption in 
1954 compared with the previous year. And some increases, also, in 
fluid milk and cheese, in addition to the fluid-milk increase—that is, 
in addition to the butter. 

Mr. Anpresen. Was that work done by the Department or done by 

the industry at the request of the Department ? 
_ Secretary Benson. We have worked very closely with them. The 
industry has done some promotion, you know, through the American 
Dairy Association for a good many years, but we have encouraged 
them to step up their program and we have worked with them. 
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We have helped to get out educational material and other things, 
that have been helpful, I am sure, to them. 

Mr. AnprEsEN. I notice in your statement the price received on 
manufactured milk—I believe it was 84 percent of parity ? 

Secretary Benson. Not for manufacturing milk for all milk. The 
price received for milk for manufacturing on January 15 was 82 per- 
cent of the parity equivalent for milk for manufacturing. 

Mr. AnprRESEN. Out in my section of the country they are getting 
$2.95 a hundred for their 3.5 milk which is hardly 84 percent parity. 
It is about the same now as it was when you reduced the support price 
to 75 percent parity. 

Secretary Benson. This, of course, is the national average that I 
quoted here. 

Mr. Anpresen. Of course, we cannot deal with national figures for 
our respective districts where the price is considerably under the 
national figure. 

Secretary Benson. Of course, we could get a breakdown and put the 
figures in the record, but the figure quoted here this morning is the 
national figure. 

Mr. AnpresEN. Is that national figure based upon the new formula 
for manufactured milk or is it the old formula ? 

Secretary Benson. The 82 percent is based on the new parity 
equivalent. 

Mr. AnpreseN. The new formula for calculating the price of manu- 
factured milk has gone into operation, has it not ? 

Secretary Benson. Well, it begins, I believe, in January. 

Mr. AnprEsEN. And you have announced dollar and cents price, that 
there would be no difference ? 

Secretary Benson. That is correct. 

Mr. AnprEseN. How much difference would that have made if you 
had not kept the dollars and cents price in operation for the next 
marketing year ? 

Secretary Benson. I cannot give you that offhand. Maybe Mr. 
Paarlberg can. 

Mr. Paarvperc. If the support level had been held at 75 percent of 
parity, the difference would be about 5 percent of parity equivalent 
for milk for manufacturing. 

Mr. Anpresen. That would be around 18 or 20 cents a hundred on 
manufactured milk ? 

Mr. Paartpere. I think that would be about correct. 

Mr. Anpresen. Was it mandatory for you to put this new formula 
for manufactured milk into operation ? 

Mr. Paartperc. It was announced a year ago that we would do it 
with the marketing year beginning April 1, 1955. It is a parity equiv- 
alent which is calculated in the Department and which for years has 
been retained on an early period of years as the base and which is now 
being brought up to date and put on the basis of including price in- 
formation for recent years. In a sense it is being modernized as is 
the case for other modernized parity. 

Mr. Anpresen. Do you have figures for 10 years so that you could go 
ahead and complete that formula ? 

Mr. Paariperc. We do now I believe, yes, sir. 
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Mr. AnpresEn. I understood you only had it for 7 years. 

Mr. Paar.perc. I may be mistaken about that, then. 

Mr. AnpresEN. Do you think the new formula should go into opera- 
tion before you have had the full 10-year perio?*® 

Mr. Paar.perc. It was our determination a year ago that that should 
be done and it was so announced when we nentuaiaal price support. 

Mr. AnpreseN. Was that determination made on an estimate as to 
what future production and prices would be over the 10-year period, 
rather than on the actual figures that you had ? 

Mr. PaaruperG. I am sure it is made on the actual figures that we 
have, although, as I say, I am not sure of the number of years. 

Mr. AnpreseN. I understood quite definitely that you only had 
figures and prices on production and prices, particularly on prices for 
the past 7 years and not on 10 years. 

Mr. Paartperc. It was done in accordance with our policy of keep- 
ing our computations as up to date statistically as we are reasonably 
able to do. 

Mr. AnpresEN. Will you kindly furnish for the record the facts that 
you have upon which that calculation was made? 

Mr. Paarvperc. Yes, indeed. 

Secretary Benson. Yes; we can do that. 

(The information is as follows :) 


PARITY EQUIVALENT FOR MANUFACTURING MILK 


Current procedue for computing the parity equivalent for manufacturing milk 
as approved by the Secretary of Agriculture provides that (1) the parity equiva- 
lent for manufacturing milk shall be determined on the basis of the relation of 
(@) the average price received by farmers for all milk sold at wholesale to plants 
and dealers for the period July 1946 through the December preceding the date 
of computation to (b) the average price paid f. o. b. plant by processors for all 
milk sold by farmers for use in production of American cheese, evaporated milk, 
and butter and byproducts during the same period; (2) data for each year are 
to be added annually until 10 full calendar years are included in the comparison ; 
(3) thereafter the parity equivalent during any calendar year will be determined 
on the basis of the relation between the averages of the respective series for the 
10 calendar years immediately preceding. 

The factor to be used during a particular calendar year is to be computed in 
January of that year, using price data available at the date of computation. The 
factor to be used during 1955 is 83.7 percent, which compares with 84.1 percent, 
the factor used from April through December 1954. The parity price for all milk 
wholesale, $4.70 per hundredweight on January 15, 1955, multiplied by 83.7 
percent, results in $3.93 per hundredweight, the parity equivalent for milk for 
manufacture for January 15,1955. This parity equivalent applies to the national 
average price for all milk of average butterfat content used for the principal 
manufacturing purposes calculated on an annual basis. It should be noted that 
the parity equivalent for milk for manufacturing is not in itself a parity price 
but is rather an administrative determination of an operating differential which 
is subject to revision as additional data become available or as experience indi- 
cates that the same purpose might better be achieved by calculating and applying 
revised differentials. 

The average price of milk used in the manufacture of American cheese, evapo- 
rated milk, and butter and byproducts during the period July 1946-January 1955 
is shown below, together with the computation of its ratio to the price of all milk 
wholesale. The parity equivalent for milk for manufacturing for January 1955 
with comparisons is also shown. 
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Average price of milk used in the manufacture of American cheese, evaporated 
milk, and butter and byproducts, United States, July 1946-January 1955 
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Norte.—Average butterfat test for January 1954 was 3.99 percent; for December 1954, 4.05 percent; and 
January 1955, 3.94 percent. See reports issued currently for butterfat test in other months. 


1 Preliminary. 


Average price July 1946-December 1954: 
(a) Milk for manufacturing . $3.69 
(6) All milk sold at wholesale to plants and dealers ‘- . $4.41 
(c) Ratio a/b 3 83.7 
Parity p Re ve a py for milk for mangmetering purposes, United States: 
(a) Januar 
(6) Decem ie ~ $3. 
(c) January 1068 - $3.93 


Mr. ANDRESEN. In view of the fact, Mr. Secretary, that consump- 
tion of dairy products has been stimulated so much in the past 6 
months, do you see any objection to a slight increase in the support 
price for manufactured milk, for instance? I would just like to make 
this suggestion to you. 

We will be going into a short season of milk production sometime 
in July, and we will say that, so that our farmers in the Midwest who 
produce manufactured milk could have a slight increase, you might 
increase the support price by 1 percent August 1, and another 1 per- 
cent September 1, uae 1 percent October 1, and another 1 per- 
cent November 1, and then December 1, they would have a 5 percent 
increase. 

Secretary Benson. I think, Mr. Andresen, that if the present pro- 
gram is continued, there will be a tendency to see a further strengthen- 
ing of prices in the market place without adjusting the supports. 
I think that is much safer and better and more desirable than to try 
and do it by Government mandate. 

Mr. Anpresen. You could do that without any authority of law. 
You now have the authority to go ahead and increase the support 
price. 

Secretary Benson. Yes. 

Mr. AnpresEn. Up to 90 percent. 

Secretary Benson. As I understand it, I have the discretionary 
authority in the case of dairy products with the one provision whic 
I mentioned earlier today, that they should be set at a level that will 
bring forth adequate pro uction. 

Mr. Anpresen. That is true, but of course a year ago or 2 years ago 
vou reduced the support price from 90 percent to 75 percent. We 
had adequate production at that time and you maintained the sup- 
port price at 90 percent. 

Secretary Benson. We had not completed our study of the whole 
problem at that time. 
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Mr. Anpresen. The production facts showed that we did have an 
adequate supply. 

Secretary Benson. That is right. 

Mr. Anpresen. And instead of maintaining 90 percent, so that 
there is really no rule or formula that you have to go by, to give a 
slight increase in the support price for manufactured milk 

Secretary Benson. We had the whole problem under study then to 
determine whether we could devise a better plan for the dairy indus- 
try. When the decision was made that we were apparently unable 
to devise a better plan, we were faced with the question of where the 
support level would be placed. That is when the decision was made. 
Of course, we took into consideration the legal factor. 

Mr. Anpresen. It would not take any more authority of law here 
from our committee, or from Congress to increase the support price 1 
percent a month for 5 months. 

Secretary Benson. No, I think that is correct. 

Mr. Anpresen. The fluid milk branch of the dairy industry which 
involves the production and distribution of fluid milk, is also under 
your jurisdiction. Most of the larger consuming areas in this country 
are in milksheds and operating under milk orders. 

Secretary Benson. Yes. The Federal orders are under our direc- 
tion. The State orders, of course, are not. 

Mr. Anpresen. Most of the areas are under Federal milk orders, 
like the New York milkshed, the Boston milkshed. 

Secretary Benson. Many of the major ones. However, there are 
many State orders. I think there are more State-controlled than 
Federal orders, in number, certainly. 

Mr. Anpresen. As I understand it, there are approximately 50 
consuming areas and production areas that are now under Federal 
milk orders. 

Secretary Benson. We could get a list of just how many there are. 
There are quite a number, both State and Federal. 

Mr. Anpresen. I wish you would get that list for the record at this 
point and also show the price of grade A milk that is distributed, fluid 
milk, and also the blended price for each of those areas. 

Secretary Benson. Yes, we will be glad to. 

(The information requested is as follows:) 
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Minimum class I and uniform pool prices and number of producers for December 
1954, and class I price for January 1955, in Federal order markets 
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Source: Reports of the market administrators. 
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Mr. Anpresen. As I understand it, in the New York milkshed the 
price of grade A milk is $6 a hundred. 

Secretary Benson. No. I think probably that is not correct. That 
was mentioned as a possible price, I think, in connection with the 
hearing that was started up there, which hearing has now been termi- 
nated temporarily. 

Mr. Anpresen. What is the price of grade A fluid milk that is dis- 
tributed as fluid milk in the New York milkshed? 

Secretary Benson. I do not have that answer offhand. We could 
get it and put it in the record, unless some member of the staff knows 
it. We do not seem to have it here. 

(Data not supplied at time of printing.) 

Mr. Anpresen. I had understood that the price of fluid milk, of 
grade A, was $6 a hundred. 

Secretary Benson. I think that was the price that was requested by 
one of the State agencies, but I think that is not the price at the present 
time. 

Mr. Anpresen. And that the blended price was $5.64. All I know 
is what I read from the Department of Lactaiiiaas: While I do not 
have the documents here before me, those are the figures that come to 
my mind. 

Secretary Benson. You did not read that from the Department of 
Agriculture as the official prices. Those were the prices that I think 
the group up there requested, but the hearing has not been completed, 
so I do not know what the prices will be. 

Mr. Anpresen. Under the Milk Marketing Act you have the author- 
ity either to lower or raise the price of fluid milk in the milksheds. 

Secretary Benson. The Secretary has some discretionary authority, 
I think. But there are a number of factors which he must take into 
consideration. 

Mr. Anpresen. Supposing you decide—— 

Secretary Benson. We set the minimums, I believe, Mr. Andresen. 

Mr. Anpresen. That is a floor—that is the same as the suport price. 
Assuming that you might raise the price in New York to $6 a hundred 
as the minimum price, would that be because there was an inadequate 
supply ? 

Secretary Benson. Well, I am not acquainted with all of the details 
of the formula, but I understand that is one of the major items to take 
into consideration in setting minimums; that is, the amount of the milk 
available, the adequacy of the supply or the inadequacy of the supply 
available. 

Mr. Anpresen. You know in the New York milkshed, and in a good 
many other milksheds that are operating under Federal orders, they 
have a large surplus of milk that goes into manufactured products 
and is being sold domestically in competition with manufactured 
dairy products that have been shipped into the area heretofore. 

Secretary Benson. Yes. 

Mr. AnpreseNn. Do you take that into consideration in fixing a 
minimum price in the orders ? 

Secretary Benson. I understand that all of the factors are taken 
into consideration, including the one you mentioned. 

Mr. Anpresen. Who handles this operation in your Department? 
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Secretary Benson. Well, it comes immediately under Dr. Butz, so 
far as an Assistant Secretary is concerned, and then Oris Wells in 
Agricultural Marketing Service. 

Mr. ANDRESEN. Who would be a good man from your Department 
that we can get up here to discuss the situation with ¢ 

Secretary Benson. I think either Mr. Wells or Herb Forrest— 
either one would be able to answer all of the technical questions. 

Mr. AnprEsen. We have a Dairy Subcommittee that will want to 
go into detail on this, because I do have a bill to somewhat disturb 
these trade barriers on the flow of milk in this country. 

How do you feel about those trade barriers that are now quite 
apparent that stop the flow of quality milk from one section of the 
country to another section of the country ? 

Secretary Benson. If Mr. Wells comes up, he can discuss also the 
study which we have under way now in that field. Of course, you 
probably have already seen the study. 

Mr. AnprEsEN. No, I have not. 

Secretary Benson. I mean the study on barriers which the National 
Grange recently released. 

Mr. ANnprESsEN. I just received a copy of it yesterday. 

Secretary Benson. I read that with a great deal of interest. Our 
study is under way. Mr. Wells indicated in a hearing the other day 
before the Subcommittee on Appropriations that it would probably 
be ready for release in the spring, so that is fairly soon. 

The CHatrman. You will recall that the Secretary has to leave. I 
am going to ask if Mr. Morse and some of your associates could come 
back tomorrow, because we would like to continue this. We will meet 
at 10 o’clock in the morning. 

I would like tomorrow, if we could, to hold our consideration down 
to the matter that is actually before us; that is, the price-support 
program. 

I am sure that the members will cooperate in trying to do that. 
Can you be here tomorrow, Mr. Morse ? 

Mr. Morse. I think that I can arrange my schedule. I will under- 
take to do so; yes, sir. 

The Cuarrman. You will have your associates with you, so that if 
we want to discuss tomorrow, these matters that Mr. Andresen is 
on, we can do so. 

It is our purpose to turn that matter over to the subcommittee— 
that is, the Dairy Subcommittee. 

Mr. Anpresen. I recognize that. I felt, however, Mr. Chairman, 
that the dairy industry is so vital to the general economy of my coun- 
try that it should be considered by the full committee. 

The Cuatmrman. We can take that up just the minute you get Mr. 
Benson to agree to support the bill that we have here, and then we 
will go right straight to the subject of dairy products. 

Secretary Benson. That should not take long, Mr. Chairman. 

The Cuatrman. We thank you very much. 

Secretary Benson. May I make one clarifying statement on the 
question that Mr, Poage raised on this matter of set-aside ? 

I think I did not have the information at the time, but the set-aside, 
as it is now operated, is not for sale, except under Public Law 480, 
or as gifts or through emergency programs. It is not available for 





116 PRICE SUPPORTS FOR BASIC COMMODITIES 


sale on the domestic market, unless the price for the commodity goes 
above 105 percent of parity. 

I didnot have that information before. 

The Cuarrman. Thank you very much. 

Mr. Hagen. May we have the privilege of submitting written ques- 
tions to the Secretary ? 

The CHarrMAn. L sympathize with you. I know that these gentle- 
men will be willing to have that done. 

Secretary Benson. We will be glad to have those. 

The Cuarrman. We expect to have the Secretary back at a later date 
to talk about surplus disposal programs, and other things pertaining 
to agriculture. So if the questions have reference to something other 
than price support, you may hold them until he returns at some future 
date. 

You may submit your questionsto him. He says that he will answer 
them for the record. 

Mr. Drxon. Have I permission to extend my remarks of this 
morning ? 

The CuarrMan. Yes, sir; you may revise them, as you see fit. 

The committee stands adjourned until 10 o’clock tomorrow morning. 

(Whereupon, at 4:30 p. m., the committee recessed, to reconvene 
at 10 a. m., Friday, February 18, 1955.) 
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FRIDAY, FEBRUARY 18, 1955 


Houser or REepresENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10:10 a. m., in 
room 1310, New House Office Building, Hon. Harold D. Cooley (chair- 
man) presiding. 

The Cuarrman. The committee will be in order, please. 

Secretary Morse, on yesterday when we concluded the hearing we 
requested the Secretary to furnish certain information regarding the 
cost of the price-support program on the basic agricultural commodi- 
ties. I was particularly interested in having the figure showing what 
profit they had made on the basic commodity program up to the 
spring of 1953. I had that figure in my office, but it has been mis- 
placed. Could you give it to us now? You had some figures here 
yesterday for June 1953, but I was thinking about January 1953. 


STATEMENT OF TRUE D. MORSE, UNDER SECRETARY OF AGRICUL- 
TURE, ACCOMPANIED BY ERVIN L. PETERSON, ASSISTANT SECRE- 
TARY; ROBERT L. FARRINGTON, SOLOCITOR; RALPH S. ROBERTS, 
ADMINISTRATIVE ASSISTANT SECRETARY; DON PAARLBERG, 
ASSISTANT TO THE SECRETARY; ROBERT P. BEACH, BUDGET OF- 
FICER, C. 8. C.; HERBERT L. FOREST, DIRECTOR, DAIRY DIVISION, 
AMS; ROY LENNARTSON, DEPUTY ADMINISTRATOR FOR MAR- 
KETING SERVICES, AMS; WALTER BERGER, ASSOCIATE ADMIN- 
ISTRATOR, CSS; AND KENNETH SCOTT, DIRECTOR, AGRICUL- 
TURAL CREDIT SERVICES 


Mr. Morse. Mr. Beach has those figures. 

Mr. Beacn. The figure through January 31, 1953, for the Commod- 
ity Credit Corporation only, on basics 

The CHarrmMan. Yes. 

Mr. Beacu. Was $8,267,973. 

The CuHarrman. That was the figure that I wanted. That shows 
that the program on the six basic commodities resulted in a profit to 
the United States Treasury, as of that date, of $8,267,973? 

Mr. Beacu. The CCC operations only. 

The Cuarrman. That is right. 

Mr. Bracu. Yes, 

The Cuarmman. Then at the end of 21 years the losses amounted to 
$21 million. 
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Mr. Morse. That takes into consideration only those which show 
in the accounting of CCC, which does not include administrative and 
other costs which are involved in the program. 

The CuHatrMan. I mean the books, the records of the CCC indicated 
a loss of $21 million at the end of 21 years, 

According to the information given us yesterday, those same books 
and records indicate a loss of $300 million now. If that is right, I 
would like to know what caused the loss to go up from $21 million in 
the middle of 1953 to $300 million now. . 1 am under the impression 
that you have not lost much, if anything, on cotton, on tobacco, et 
cetera. What have the losses been sustained on ? 

Mr. Morsg. Mr. Beach, can you furnish that ? 

Mr. Beacu. I can give you the figure that makes up the $300 million 
of losses on the basic commodities recorded by the &CC through De- 
cember 31, 1954. 

The Cuarrman. Yes, sir, if you will. 

Mr. Beacu. For Commodity Credit Corporation operations only 
these losses were $181 million on corn, $236 million profit on cotton ; 
$118 million loss on peanuts; $200,000 net gain on rice; approximately 
$700,000 gain on tobacco; $238 million loss on wheat. Those figures, 
as Mr. Morse pointed out, are the program loss recorded on the books 
of the CCC before considering the administrative and other expenses. 

Mr. Kine. Mr. Chairman, certainly it is unrealistic to think that 
the cost of this program is shown on the balance sheet of the CCC. 
Another question that would sort of highlight that proposition is 
how much have we disposed of in programs where Commodity Credit 
was reimbursed by some other agency of the Government and yet the 
whole thing was motivated by our knowledge of surpluses on hand 
going to waste and, therefore, we disposed of it for some other purpose 
simply as surpluses that we do not know what to do with. Yet the 
Commodity Credit Corporation is reimbursed for it in full. 

Mr. Morse. Yes, sir. 

Mr. Kine. Being reimbursed for Pakistan wheat and a lot of other 
programs like that. 

The CHarmman. That is not what I asked. I did not ask what 
had been spent in foreign-aid programs or for gifts that we had made 
that have cost the taxpayer. I am talking about the price support 
program and its cost to the Commodity Credit Corporation. 

Mr. Kine. You do not think that we would have ever given Paki- 
stan $100 million worth of wheat if we had not had it in great surplus, 
do you? 

The Cuarrman. I do not know what we would have done if we had 
not had the wheat. We were giving them a lot of money—we were 
giving a lot of money to other nations, too, 

What I am anxious to get clear at this hearing—and I want to 
separate it in the record—is what the price support program has cost 
on the six basic commodities. You have given us this morning accu- 
rate information regarding the profits on certain commodities and 
losses on certain commodities, and the total overall loss on the program 
to date as being about $300 million. 

A lot of people have confused the public’s mind by saying that the 
overall program for agriculture has cost a gigantic amount of money. 
I will grant you that we have lost tremendous amounts of money on 
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potatoes and on eggs, $90 million on wool—we have lost on dairy prod- 
ucts, but they are the perishable commodities that have a program 
entirely different from the program on the basic commodities. 

Even when you add it all together—and your statistician may check 
my figures—you will find that the losses on the entire operation 
through CCC, on all commodities, perishable and nonperishable, stor- 
ables and nonstorables, are less than a billion and a half dollars. 

Mr. Morse. That is only the CCC figure. 

The Cuarrman. That is right. 

Mr. Morse. You gave us permission yesterday to put the figures in 
the record. _We will put the whole story in. 

The Cuamman. All right. 

Mr. Morse. And explain the loss figures. 

The CuHarrman. I want the whole story. I want it separated— 
the basic program differentiated from the overall program. 

Mr. Morse. We will be very glad to do that. 

(The information appears on pp. 38-79.) 

The Cuarmrman. Of course, we have given away wheat to Pakistan 
and wheat to India, and that all amounts to a lot of money. We have 
sold other commodities to the MSA and the ECA and all of these other 
agencies. And we have sustained losses, but that should not be 
charged to the farmer. It should not be charged to the farm program. 
It should be charged to the foreign-aid program. 

Mr. Jounson. Was not that all to relieve hunger? 

The Cuatrman. Of course, that is what it was, that was to relieve 
human hunger in other sections of the world, and for various and 
sundry reasons. The school-lunch program should not be charged to 
the farmers of the Nation, because the city people profit by the school- 
lunch program. 

Mr. Ausert. Agriculture is being singled out as having been sub- 
sidized through foreign aid. What were the subsidies that industry 
has had, which is many times what agriculture has had? And we 
never hear anything about. that. 

The Cuarrman, That is exactly right. 

Mr. Morsz. The whole stabilization program involves a cost against 
this price stabilization operation. CCC is only part of the stabiliza- 
tion Ceeennone of the Government. We cannot just pick out CCC or 
any other one item and say that is the cost or that is the profit, because 
there have been many stabilization efforts and many stabilization costs 
in connection with the aid to farmers, to give them more price and 
income stability. 

The CHatmrman. The CCC program is the only thing that we are 
dealing with in this legislation before this committee. If Congress 
wants to come along and give away $100 million worth of wheat to 
Pakistan or to India or some other country, that is all right, but it 
should not be charged to the farmer. Just as Mr. Albert pointed out, I 
suppose if you could have the subsidies enjoyed by industry in America 
listed, the amounts spent on agriculture would appear to be very small. 

It seems to me that those of us interested in agriculture should try to 
see to it that the public receives accurate information concerning these 
programs. 

Mr. Morsez, That is our interest, too. We want to give them all of 
the information, and accurate information. 
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The Cuarrman. I want to get it clear at this time that we have had 
discussions on the floor by my very distinguished friend on my left 
over here. He does not agree with me when I give him the figures. I 
want him to get the figures from the Department of Agriculture and 
not from me. That is the reason we have this hearing. I will be glad 
to yield to Mr. King further if he wants to make some further inquiries 
concerning the accuracy of the figures that were given to us by the 
officials of the Department of Agriculture. 

Mr. Krne. My contention, of course, is that the figures that you see 
in the balance sheets of CCC are not the whole figures. Therefore, they 
are not accurate when you pose them as representing the cost of this 

rogram. 
. The Cuareman. As the statistician said, they made over a quarter of 
a billion dollars on cotton. Ask him if those figures are accurate or 
fictitious or fantastic. Those are the actual figures in the books; are 
they not? 

Mr. Morse. They do not include other costs like administration ex- 
penses which show up in the complete accounting. 

The Cuarrman. That is right. 

Mr. Morse. There are other costs involved here. 

Mr. Poacer. Will you yield ? 

The CHarrMan. Yes. 

Mr. Poace. Would not those other costs of administration show up 
in the accounting just the same, whether you were supporting cotton 
at 75 percent of parity or if you were supporting it at 90 percent of 

arity ? 
. Mr. Morse. The costs are related to the volume of the commodities 
that you have to handle and the degree of participation in the pro- 
grams by farmers. Many factors which affect the costs that enter 
into these stabilization programs. 

Mr. Poace. Have your costs gone down on wheat, let us say, since 
you reduce the support price on wheat ? 

Mr. Morse. The support price has not been reduced. We are at this 
stage still operating under the law before the 1954 amendments. The 
1954 act will not go into effect until the 1955 crops are harvested. 

Mr. Poacr. The kids eat just as much in the school-lunch program 
as they did before. And we will give Pakistan the same sort of deal, 
whether we have 90 or 75 percent support program; will we not? 

Mr. Morse. You dissociate the allocation of foods to the school- 
lunch program from the stabilization program of agriculture. Do you 
not think they have a relationship ? 

Mr. Poace. Sure. I think they have a relationship with education. 
I think they have a relationship with the general welfare. I think 
they have a relationship with health. I think they have a relationshi 
with a great many things, but I do not think that the school-lunch 
program should be charged to the farmer and to say that the school- 
lunch program is maintained in this country simply to maintain farm 
prices, because it is not. You could not get 16 votes for it in the House 
of Representatives if it was simply a farm program. 

The Cuarrman. May I interrupt to say this, too, that when 
we passed section 32 in this committee, we did it for a very specific 
purpose. Jt was never intended at that time that money should be 
taken for any other purpose than that which was spelled out in the 
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law, yet we have called on section 32 funds for everything under 
the sun. Tremendous amounts of it have gone into the school-lunch 
program. That, as Mr. Poage says, certainly should not be considered 
a part of the price-support program. That was a separate act, a sepa- 
rate section. It was justified because we felt that agriculture was 
entitled to 30 percent of the import duties collected on articles coming 
in to the American markets. 

If we go back to the question of what these programs have cost— 
would you mind giving me that figure on cotton again—the profits 
shown on the CCC books for cotton ? 

Mr. Bracu. The figure so shown on the CCC books for the program 
gain on cotton, exclusive of the interest and operating expenses, is $236 
million. 

The CHaAtRMAN. $236 million ? 

Mr. Bracu. Yes. 

Mr. Kine. What would be the estimated loss on the present holdings ? 

Mr. Morsg. The projected loss will approach a billion dollars. 

Mr. Poageg. A billion dollars? 

The Cuarrman. A billion dollars on cotton. 

Mr. Morses. Not on cotton. 

Mr. Beacu. Just one second. 

Mr. Poace. One billion dollars? I want to ask Mr. Morse a question. 

Mr. Bracu. The estimated loss on cotton inventories on loans as 
indicated by evaluation reserves, maintained as of December 31, 1954, 
was $7,111,000 on extra long staple cotton, $48,937,000 on upland 
cotton. 

The Cuatrman. Do you anticipate that much loss? 

Mr. Bracu. That is the estimated loss as of December 31, 1954. 

Mr. Poacr. Why? 

Mr. Bracn. It is based on the anticipated sales of cotton, including 
the carrying charges that will have been built up on the inventory 
while being held and the statutory prices at which it can be sold. 

Mr. Kine. You cannot even sell it at that figure ; can you ? 

Mr. Poacr. Do you mean that the estimated loss at the end of the 
year will be $48 million for the first year’s operations ? 

Mr. Beacn. No, sir. 

Mr. Poace. You mean it will be $300 million ? 

Mr. Breacu. No, sir. 

Mr. Poagee. It will take $300 million to wipe out the profits we 
have got. 

Mr. Beacu. The figure of $48,937,000 that I cited is the figure 
known as the valuation reserve on the books of the Corporation as 
of December 31, 1954. 

Mr. Poace. That still leaves you a net profit on cotton of nearly 
$200 million, does it not, even if you take that loss—is that not right? 
That is what I am trying to find out, whether you are telling us that 
you are going to wipe out this net profit. 

i Mr. Bracu. No, sir. The difference between this and $236 mil- 
ON 

Mr. Poage. Will still be there in profit, in other words, that will 
be one-hundred-ninety-odd-million dollars net profit remaining, even 
if you take all of the loss estimated ? 

Mr. Bracn. On the present inventory ? 

Mr. Poaer. That is right. 
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Mr: Beacu. There is one other thing that I should cite, Mr. Poage. 
We have not yet established full valuation reserves against cotton in 
loan. We have approximately 5 million bales of 1953 cotton under 
extended loans against which we have not established the full valua- 
tion reserves. 

Mr. Poacs. Did not the Secretary testify yesterday—and did not 
the Secretary sit right here yesterday and testify that the market 
price on cotton was today in most grades a little higher than the 
loan? Was that not what he testified to yesterday ? 

Mr. Morse. As of January 15, that price was 92 percent of parity. 
We have extended these loans on 1953 crop cotton to give farmers every 
opportunity to redeem and sell their cotton in the hope that it would 
not come into our hands. Along with this discussion should go the 
fact that we have about 1,700,000 bales of 1954 cotton under loan and 
loans maturing, not on 1954 cotton, but the 1953 cotton, this summer. 
This 1953 cotton may add another 4 or 5 million bales to the CC’s 
ownership of cotton this summer. 

Mr. Poacr. That is exactly the cotton that we are told that you 
have this reserve against the losses on ; is it not ? 

Mr. Morse. No, sir, the reserve covers cotton now owned, as I under- 
stand it, and a partial reserve against 1953 loan cotton. 

Mr. Beacu. That is right. 

Mr. Morse. If we get 5 million more bales in inventory this summer, 
you can see what it is going to do to the cost of this program. 

Mr. Poace. If you get 5 million more this summer, and the Secre- 
tary has told us that the price on that cotton was a little higher than 
the loan value, I realize that you will have the accumulation of carry- 
ing charges, and I realize that even though the cotton is worth 9214 
percent of parity, you can eat up that 214 percent and come out with 
a loss—I understand that—but you cannot come out with any very 
substantial loss. You cannot come out with any loss that is any very 
large figure when the market price is above the loan value. 

Mr. Morse. It is doubtful if the price stays there in the face of these 
greatly accumulating supplies that are in prospect. 

Mr. Poace. The new supplies are going to come on now between 
now and next July. We know about every supply that can possibly 
develop between now and July, because it is all made. 

Mr. Morse. It will pass into Government ownership. We have an- 
other crop coming on, as you know, that will take care of our domestic 
and export needs that are in sight, if we get average yields. 

The CuarrmMan. Will the gentleman yield? 

Mr. Poacer. Yes. 

The Cuarrman. You say that you anticipate certain losses on the 
cotton now in inventories, 1,800,000 bales. You estimate that to be 
about $48 million. That, of course, is going to depend upon the market 
for cotton in the future. 

Mr. Morse. Yes. 

The Cuarrman. If cotton goes up you will not sustain any loss; 
is that not right? 

Mr. Morse. We cannot sell this cotton that we own under the law 
at the price at which farmers can redeem and sell their cotton. Our 
opportunity to recover at the prices now prevailing in cotton are ruled 
out, as I understand it, by the law. We have the limitation to 105 per- 
cent of the support price plus reasonable carrying charges. 
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The CHarrman. That means that you cannot lose any money if 
you comply with the law. 

’ Mr. Morse, It means we have to sit and hold this cotton until either 
the price goes up to the point where we can sell it——— 

The Cuarmman. That is right. 

Mr. Morse. If the price never goes up, we are accumulating losses 
against it all of the time. 

The Cuairman. There are some questions that I want to ask you. 
We spent yesterday talking about this set-aside of cotton. You set 
aside so much cotton and take it into your calculations, in making 
your determination with regard to the price support. 

If you actually set aside what Congress told you that you could 
set aside, you could hide away 4 million bales of this cotton and forget 
it. Then the price would be forced up and the Government would 
be saved from any losses on cotton, but you are not actually physically 
setting it aside—you are doing it in a fictitious sort of way and doing 
it only for the purpose of the calculations. 

Why don’t you actually set it aside, take it off the market, and for- 
get it, and then let the price stay up there and save the Government 
irom losing money on cotton ? 

Mr. Morse. It is not a fictitious procedure. It is set aside. It is 
taken off the market. The basis under which it can be disposed of is 
definitely set. out in the law. So whatever is placed in the set-aside is 
taken off the market. 

Mr. Cuatrman. Do you not know that if that 4 million bales of 
cotton could be dumped into the ocean or burned up the price of cotton 
would skyrocket that quick, and the Government would not lose any 
money ¢ 

Mr Morse. No, sir, I do not. We still have lots of cotton beyond 
the 4 million bales. 

The Cmarrman. If you had 4 million bales disappear overnight, 
you know that the price would go up. 

Mr. Kine. You are not advocating that, are you ? 

The CHarrman. Certainly not. I am advocating holding it until 
the Government comes out harmless. I think if you will hold it and 
carry out the program that you will not need to lose a dollar on this 
cotton. 

Now, Mr. King said on the floor, I think, that I wanted to give it 
away. I do not want to give away any of it. I think that we have 
been very generous in our gifts, but I certainly do not want to give 
away cotton when I know that it can be sold. 

You said that you cannot sell it for less than 105 percent of parity 
plus carrying charges. That is true on the domestic market, but 
you can find markets in the world for this cotton, can you not? 
~ Mr. Morse. We are seeking more markets abroad. 

The Cuamman. On a credit basis? 

Mr. Morse. Cotton is being moved. It is the cotton of the farmers 
and not the Government stocks. 

The Cuarrman. I know that the gentleman from Mississi pi in 
the Appropriations Committee had a lot to say about your failure 
to sell this cotton on the world market, but I believe that this 1,800,000 
bales should be held off the market and held until the farmer can 
sell his cotton now in loan in an orderly fashion. That is what you 
are trying to do? 

59214559 
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Mr. Morse. Yes, sir; I appreciate your expressing that view, sir, 
very much. 

The Crarrman. I really feel that way about it, because if you put 
that cotton on the market now you are putting it on in competition 
with the farmer-owned cotton, and the net result will be, as you sell it, 
you break the price and then you will have to take in a lot more cotton 
into the loan; is that not right? 

Mr. Morse. Yes, sir. 

The Cuatrman. I mean into the inventory. 

Mr. Morse. Yes, sir. That is part of the ramifications that are in- 
volved. We think they are serious. 

Mr. Kina. Mr. Chairman, you do not believe that it is possible for 
the Government to hide and still hold millions of bales of cotton so 
that it has no effect upon the market, do you ? 

The Cxatrman. I certainly do not, but apparently the Secretary, 
Mr. Benson, does. 

I said when I voted for it that I thought that it was a silly thing, 
that we were trying to kid ourselves, but if he wanted it, I was willing 
for him to have it. 

Mr. Krne. I agree with you that the set-aside really means nothing 
in effect on the free market. All of the cotton held by the Govern- 
ment, no matter what sort of storage it is in or under what fictitious 
name it is held, is a part of the surplus weighing down the market. 

The CuarrMan. I am glad to know that the gentleman from Penn- 
sylvania and the chairman agree on one thing at least. 

Mr. Arsert. Will you yield? 

The CHarrMan. Yes. 

Mr. Ausert. You agree that the set-aside is simply a device to keep 
the price up for the time being; is that right ? 

Mr. Kine. Certainly, the set-aside—— 

Mr. Arsert. To keep the support price up ? 

Mr. Kine. The set-aside was nothing but a scheme to keep from 
considering all that we hold in figuring the formula that establishes the 
level of the support. 

Mr. Apert. In other words, it is a device whereby the Department 
of Agriculture can have its cake and eat it, too. 

Mr. Kine. Wait a minute. All you fellows were interested in was 
any device, whether it came from the Department of Agriculture 
or 

Mr. Arzert. I am not criticizing—I am just describing, that is all, 
for keeping the support prices high. 

The Cuarrman. I am frank to admit it, if it were not for that, I 
would not have ever voted for it. 

Mr. Hacen. How can the Government make a profit on cotton that 
it takes under loan, because the farmer retrieves it if it sells above the 
parity price; is that not true? 

Mr. Morse. That is true as long as it is in the loan status. That 
is why we have, on the recommendation of farmers, extended these 
loans beyond their maturity date, so as to give farmers extra time in 
which to redeem it. If the market gets strong enough they could 
redeem it and make some profit. 

Mr. Hagen. In the past the redemption date has passed on a lot 
of this cotton ? 

Mr. Morssg. Yes, sir. 
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Mr. Hagen. You have turned around and sold it at a market price 
higher than the cost to the Government, plus the storage charges? 

Mr. Morse. That has been possible when there was a war demand. 
That is why this cotton account shows profits in past years. World 
War II came along. There were heavy iuventories of cotton. It was 
sold out to meet the war demand and postwar demand. And then the 
Korean war came along and there was again the opportunity to sell 
Government cotton, but we see nothing of that kind in sight now. 

The Cuarrman. Mr. Secretary, since the cotton trade and those who 
trade in commodities know now that unless Congress acts and changes 
the law, when January 1 rolls around that the prices of these commodi- 
ties will be supported from 75 to 90 percent, rather than 8214 percent 
to 90 percent, is it not reasonable to suppose that the Government will 
end up in the harvest of 1955 with just about all of the commodities 
produced in 1955, coming into the hands of the Government; in other 
words, if cotton is going to drop from 821% percent of parity, say, from 
December 15 to January 2, it will drop 714 percent—do you think that 
the mills are going to buy December cotton, are they not going to buy 
over in the next year, when they think the price is going down? 

Mr. Morse. I want to say in reference to the set-aside that that is 
to enable a transition in the period ahead to get on to a more realistic 
price support program. With this set-aside which we have recom- 
mended, which we expect to use and have moved to use in cotton, the 
projection of our calculations would indicate that the prospective level 
of price support is more favorable than you indicate. Of course, it 
depends upon the crops and the ability to sell abroad and many other 
factors. But our projected figures, by virtue of the use of this set- 
aside, do not indicate that we would go to the support floor by any 
means with the support price for cotton. 

The Cuarrman. In 1956? 

Mr. Morse. Yes, sir. 

The Cuarrman. Are you in a position now to indicate about what 
the support would be on cotton in 1956 ? 

Mr. Morse. As I say, that will depend upon many factors. 

We have the new law which was recommended and passed by Con- 
gress, Public Law 480, under which we expect to get additional exports 
of cotton and grains, particularly. All increases in exports will help 
in maintaining strong price supports. 

The Cuarrman. Where you indicate you will sell 50,000 or 100,000 
bales of cotton every 30 days, that certainly would tend to bring down 
the price, would it not, because the buying public would sit by and bid 
that cotton down, rather than up. 

Mr. Morse. Yes, sir. If you are referring to an offering on a bid 
basis or some mechanism of that kind. 

The Cuareman. If that in itself would tend to drive the prices 
down, the fact that the buying public knows that you have a right to 
break the price to 75 percent, would that not likewise tend to drive 
prices down to 75 percent of parity ? 

Mr. Morse. No, sir. You see, the 75 percent of parity is a price 
support and would not be an open-market operation. The — rt is 
set according to the supplies and prospective supplies, and all other 
Cera that enter into a determination of the price support 
evel, 
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' The CuarrmMan. Well, a man operating a textile mill, he would not 

buy the cotton in 1955, at a higher level, and carry it over into 1956, 
not knowing what the Secretary was going to do about the support 
iene It does not seem to me that any good businessman would do 
that. 

Mr. Morse. The supplies of the Government, the crop reports and 
all of the factors that enter into the determination of future price 
supports become known to the trade. They have their own estimates 
in addition to those of the Department of Agriculture. 

The CuatrmMan. They have no way on earth of knowing what the 
Secretary of Agriculture is going to do except as it may be indicated 
by his public utterances. He is constantly making speeches indicating 
that he is disappointed over this 8214 percent of parity and that he 
really wants 75 percent. That is what he said here yesterday. I believe 
if he had the authority to put prices at 75 percent he would do it over- 
night. 

Mr. Morsr. I do not believe you correctly interpret the Secretary 
with that statement. 

The Cuarrman. I do not mean to minimize the importance of sell- 
ing cotton in other markets. I think that what we need is to employ 
some superduper salesmen to go around the world to sell it, and to sell 
it at the best price that can be obtained for it, having regard, of course, 
for the normal trade channels. I do not want to see the normal trade 
channels disturbed, but unless we put forth some effort and intensify 
the effort, we will never get rid of the stuff in the foreign markets. 

Mr. Morse. Yes, sir. We feel we are stepping up foreign trade 
in a way that is very encouraging. The most recent report on foreign 
trade shows that for the July—January period of this fiscal year that 
exports are up 10 percent, which is very encouraging and more than 
anticipated. 

Mr. Poace. Will you yield there? 

The Cuarrman. Yes. You say that exports are up 10 percent? 

Mr. Morssg. Yes, sir, that is all agriculture exports. Of course, we 
are just now getting the agricultural attachés squared away under the 
Agriculture Department. 

We have other activities with which we hope to develop an expanded 
market for commodities like cotton and wheat, particularly. 

Mr. Srmpson. What proportion of the 10 percent increase is cotton, 
or do you know yet? 

Mr. Morse. This report reads cotton tight, cotton supplies abroad 
stimulated exports. Cotton exports during the July-January period 
of the current year ranged between 2.3 and 2.4 million bales, a gain 
of 40 percent over the like period of 1953-54. That is a tremendous 
increase. 

The Cuarrman. An increase in cotton exports of 40 percent? 

Mr. Morse. Yes, if I read this correctly. 

Mr. Stmprson. You said that the agricultural exports had increased 
10 percent? 

Mr. Morse. That is for all agricultural exports. 

Mr. Suwrson. What I am trying to find out is what proportion of 
that 10 percent pertains to cotton. 

Mr. Morse. This would indicate for these months a 40 percent 
increase in the cotton exports over the like period the year before. 
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Mr. Stmpson. Cotton must be one of the biggest proportions of the 
10 percent. 

Mr. Morse. It is substantial in these figures; yes, sir. It is one of 
our major export items. 

Mr. Poace. I want to pursue what Mr. Cooley was asking. I want 
to ask what are the details of your cotton program today. You are 
requiring that cotton bring 105 percent of your loan, are you not? 

Mr. Morse. The chairman correctly stated our position in connec- 
tion with that, that is, that we are not selling against the producers 
of cotton and the farmers who hold this cotton under loan. This ex- 
port is being moved by the trade. 

Mr. Poages. I understand, but Public Law 480 would authorize you 
to sell cotton for less than 105 percent, would it not ? 

Mr. Morse. Yes, sir. We are getting a substantial inclusion of 
cotton in the Public Law 480 program. 

Mr. Poace. But you are not selling any cotton in the world market 
for less than 105 percent of your loan, are you? 

Mr. Morse. Except as it might go into these Public Law 480 pro- 
erams. 
~ Mr. Poace. I beg your pardon—I just did not understand. 

Mr. Morse. It is moving through normal trade channels, Mr. Berger 
tells me. 

Mr. Poace. What I am asking you, though, is are you selling under 
Public Law 480 today any cotton at less than 105 percent of the loan? 

Mr. Morse. No; Mr. Baaier says not. It is at our Government 
costs. 

Mr. Poage. In other words, if a cotton merchant in the United 
States finds a foreign market where he could sell for less than 105 
percent of the loan, the contracts that the Government makes, as I 
understand it, will preclude that, will they not, because he cannot sell 
for less than whatever the overall contract or agreement states; is that 
not it? 

Mr. Morse. Unless this is a Public Law 480 operation he would, of 
course, probably buy direct out of the trade, but if it is a 480 trans- 
action, then it would be at Government costs. 

Mr. Bercer. Your big problem, of course, on that is that you nor- 
mally export three to four million bales of cotton a year. That is 
going on day by day through our regular private trade. If we started 
to sell out of our stocks at a lower price it would immediately cause 
all cotton to come back into Commodity Credit, you see, that is nor- 
mally being exported by the private trade. Therefore, the cotton trade 
has recommended to us not to offer our cotton that we have in stocks 
at the present time at a lower price than the world market, than what 
they could sell from the producers’ stocks today. So we are following 
the advice of the industry people themselves who tell us that that 
would be better than it would be to bring all cotton into the Com- 
modity Credit Corporation and then resell it. 

Mr. Poace. You are figuring that there has to be at least a 5 percent 
spread there to give that protection, is that what you are saying? 

Mr. Bercer. That is right, to the regular handlers of the cotton in 
the world market. 

Mr. Morse. Mr. Chairman, I now have before me the November 10, 
1954, press release under which the Commodity Credit Corporation 
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olicy for handling cotton under Public Law 480 was announced. If 
it could be made a part of the record it will show that and clarify these 
questions. 
The CuarrMan. We will be glad to have it made a part of the record. 
Will you tell us briefly what the substance of it is? 
(The press announcement is as follows :) 


Unitep STATES DEPARTMENT OF AGRICULTURE, 
' Washington, November 10, 1954. 


CCC Portcy ror HANpLING Corton UNpEerR Pusiic Law 480 ANNOUNCED 


The Department of Agriculture today announced the policy under which cotton 
will be handled pursuant to the Agricultural Trade Development and Assistance 
Act of 1954 (Public Law 480, 83d Cong.). 

Under the policy announced today exporters may ship privately owned cotton 
against sales made under the act. The exporters will be required to secure re- 
placements for such privately owned stocks from cotton pledged for loans under 
the 1953 and 1954 cotton loan programs of Commodity Credit Corporation or from 
the stocks of cotton owned by CCC (principally 1951 and 1952 crops). However, 
owned stocks will not be available for sale as replacements until after January 
1, 1955. This is in line with the previously announced policy of not selling CCC 
owned stocks in competition with producers during the heavy marketing period. 

Replacement stocks must be acquired on a bale for bale basis. That is, for 
each bale an exporter ships, he must acquire a replacement bale by purchasing 
(1) producer’s equity transfers and repaying the loans, (2) cotton redeemed by 
producers, (3) cotton from a cotton cooperative marketing association which 
pledged such cotton to CCC, or (4) cotton from CCC’s owned stocks. For replace- 
ment purposes, the loans must be repaid or owned cotton purchased from CCC 
after the exporter makes the sale under the act. 

After January 1, 1955, CCC’s owned stocks will be available as replacement 
cotton at prices not less than the higher of (1) 105 percent of the current support 
price plus reasonable carrying charges, or (2) the market price as determined 
by CCC. Reasonable carrying charges will be those previously used under CCC 
cotton sales programs and are 75 points during November, 90 points during 
December, with an additional 15 points being added each month thereafter 
through July 1955. 

When an exporter makes a sale under the act, the sale will be registered with 
ccc. The exporter will be given a specified period in which to obtain replace- 
ment stocks. The exporter may, if he so desires, export cotton redeemed from 
the loan or cotton purchased from CCC’s owned stocks without being required 
to secure replacement cotton. 

Detailed procedures covering the various phases of the program will be issued 
at a later date. 


Mr. Morse. Yes, sir. Under the policy exporters may ship pri- 
vately owned cotton against sales made under the act. The exporters 
will be required to secure replacement for such privately owned cotton 
from cotton pledged for loans under the 1953-54 cotton-loan program 
of Commodity Credit Corporation or from stocks of cotton owned 
by Commodity Credit Corporation. 

Mr. Poace. That replacement—the trader has to pay you at least 
105 percent of the loan for that replacement; is that not right? 

Mr. Berger. That is primarily in the section which involves the soft 
currency purchases. In order to complete a transaction on a soft 
currency exchange basis, then he would have to get the replacement 
from our stocks, you see. 

Mr. Poace. He would have to pay you 105 percent of your invest- 
ment ¢ 

Mr. Bercer. He can buy it out from under loan, too. 

Mr. Morse. There are two different paragraphs that follow here. 

Mr. Poace. I was wondering what he has todo. I am not asking for 
the paragraph. He does have to replace it at 105 percent, does he not? 
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Mr. Morse. The paragraphs will explain. If the exporter buys 
replacement by purchasing a producer’s equity, transfers, repaying the 
loan—that is one of the methods he can use—or he can acquire cotton 
redeemed by the producer. This other paragraph deals with after 
January 1, 1955. Commodity Credit Corporation owned stocks will 
be cweeee at replacement cost as replacement cotton at prices not less 
than 105 percent, the support price, et cetera. 

You see, he can go two different ways. 

The Cuamman. I would like to ask you or Mr. Berger this ques- 
tion. In view of what you have just said, you cannot sell it domes- 
tically at less than 105 percent of parity. You are not selling it abroad 
at less than 105 pees of parity. 

Now, tell me how on earth in that situation you can lose any money. 

Mr. Morse. The carrying costs. 

The Cuarman. Yes, and storage costs. 

Mr. Morse. It all runs into sizable amounts. 

The Cuarrman. All right, Mr. Secretary, but that carrying charge 
is supposed to attach to the 105 percent, is it not—105 percent plus 
carrying charges? If that is the minimum and we fixed it that way 
intentionally, making it impossible for you to sell any cotton at a 
loss, you tell us that we are going to anticipate $48 million loss on the 
cotton that you now have in inventory. I do not see how you can 
possibly anticipate a loss or sustain a loss if you comply with the law. 

Mr. See If you can assure us that we are going to have a war or 


some other development that will pay the carrying cost and all other 
costs that enter into the account, there will be no loss, I presume. 
The Cuarrman. At least, I can assure you that there is no war, 


but no one knows whether there will be or not. 

Do you agree that under the present policy now in operation you 
cannot sustain the loss that you anticipate that you will sustain? 
I do not see how you are going to do it unless you go into the world 
market on a competitive basis and undersell the world market. Then, 
of course, you will sustain a loss, but you say you are not doing that. 

Mr. Morse. Yes, sir. Under Public Law 480 program we are as 
you know, selling for soft currency. There is no assurance of what 
future world prices will be or what domestic prices will be, particu- 
larly with the competition that cotton is facing with synthetic fibers 
in this country. 

These carrying costs are very sizable costs, I can assure you. 

Mr. Poace. You are not making any effort to compete with world 
competition to put American cotton on the world market at a com- 
petitive level, are you? 

Mr. Morse. The traders are. The anticipated exports will run 
41% million bales. That is competitive trading. We are getting that 
portion of the world market on a competitive basis. 

Mr. Poacr. And they can get one-half million bales that way, 
whereas if they were selling at, let us——— 

Mr. Morse. Four and one-half million bales? 

Mr, Poage. Whereas, if they were selling at 28 cents, instead of 34 
cents, these are arbitrary figures, possibly they could sell 10 million 
bales—that is about the situation ; is it not? 

Mr. Morse. No, sir; the information that I have is that you would 
not pick up anything like that kind of market by driving the world 
price down. 
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Mr. Poace. How much do you think you would pick up? 

Mr. Morse. I am in no position to estimate, but what I hear from 
the trade is that you would not pick up that kind of a market abroad 
with such an adjustment in price. 

Mr. Anruso. Mr. Morse, you could sell this cotton on the foreign 
market under Public Law No. 480 and take a loss, could you not— 
you could sell it below 105 percent of parity, could you not, and take 
a loss? 

Mr. Morse. Yes, we could. 

Mr. Anruso. If you took a loss you would be helping these foreign 
countries. You would be aiding our foreign effort to help these for- 
eign countries and at the same time you would not be hurting the do- 
mestic market; is that not so ? 

Mr. Morse. Yes, sir; helping countries in need. Of course, the de- 
velopment under Public Law 480, as the Secretary’s statement showed 

esterday, has been such that we are not having to proceed on that 

asis and incur such large losses, except of course, as they may develop 
in acquiring the so-called soft currencies. 

Mr. Stmprson. Mr. Morse, is it not exactly the same position that 
we found ourselves in last year on corn out in Illinois and on feed 
grains, that during the drought we tried to get corn, and the Govern- 
ment charged $1.97, and this committee passed out a bill to let feed 
grains be sold all over the United States at the support price plus 10 
percent, and that made corn about $1.65 to $1.75, and still the corn 
did not move? 

You cannot sell corn below the formula except by special legisla- 
tion,can you? At least, you cannot sell corn. 

Mr. Morse. In the domestic market there are legal limitations on 
our sales policy. 

Mr. Srwpson. Government corn still is not moving out in Tllinois, 
because the Government price that we passed right out of this commit- 
tee, the support price plus 10 percent, is higher than corn is actually 
selling for right out there right now. 

Mr. Morse. Yes, sir. 

The Cuatrman. Do we understand that the 105 percent plus carry- 
ing charges applies on sales in the domestic market ? 

Mr. Morse. That is right. 

The Cuatrrman. And under your policy, holding that same formula, 
making it applicable to the foreign trade as well as the domestic 
trade; is that not right? 

Mr. Morse. Yes. 

The Cratrman. Mr. Anfuso said that you can under Public Law 
480 sell for soft currency and do it then on a competitive basis and you 
will sustain losses because it is contemplated that you will sustain 
losses when you go under Public Law 480. 

Mr. Morse. Of course, we must not interfere—— 

The Cuarrman. With normal trade. 

Mr. Morse. With normal trade, that is right. 

The Crarmman. Well, now, that is the thing that brings me to this 
proposition, either you will have to intensify your efforts or employ 
some super salesman to go out and make this law work. I have heard 
a lot of complaint. I do not know what the facts are. However, I 
have heard a lot of complaint that vou have not achieved what Con- 
gress hoped you would achieve in selling in foreign countries. 
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Mr. Morse. The developments under Public Law 480—that was a 3- 
year authorization—the developments have been encouraging. 

The Cuatrman. You have obligated what, less than $500 million or 
four hundred and some million dollars? 

Mr. Morsg. Yes, sir, against title I, which is a $700 million authori- 
zation. We have under negotiation approximately $453 million. The 
charge against the $700 million, however, will be something less than 
that, but the negotiations total $453 million against $700 million. 

The Cuarrman. Now as Mr. Anfuso also pointed out a moment 
ago—and I think he is absolutely accurate about it—actually that loss 
or the losses sustained under Public Law 480 should not be charged 
entirely to the farmers of America, because it is a part of our foreign- 
aid program and we did that for two purposes: First, to get rid of 
our surpluses and, second, to make the surpluses available to the coun- 
tries that were unable to buy with dollars. Under the law you could 
take soft currency and you could use it for other purposes, to improve 
the economy of the country that is making the transaction. 

Mr. Kine. Was it not this committee that pushed that strictly in the 
interest of moving some of our surpluses ? 

The Cuarrman. I said that we did it for two purposes. 

Mr. Kine. And should not be charged to the farm price support 
program ¢ 

The Cuarrman. I was frank to say that it should not be, because 
there was a two fold purpose involved. One was to aid the country. 
And the other was to relieve ourselves of surplus. I am sure the gen- 
tleman from Pennsylvania will concede that. 

Mr. Kine. How is it aiding the country, when it is just meeting the 
price at which they can get it from some other section ? 

The Cuarrman. The local currency that we receive for the sale of 
the cotton and the other commodities in that certain country may be 
used in that country to improve the economy of that country. 

Mr. Kine. But that becomes a secondary gift. They buy the same 
produce from other sources in the world at the same amount of their 
own currency. There is no foreign aid to them. 

The Cuarrman, If it is of no advantage to buy under Public Law 
480 I assume that they will not. It is more advantageous to buy from 
us under Public Law 480 than it would be from any other source. 

Mr. Kine. Theoretically it would be at the same level that they can 
buy anywhere else. 

Mr. Anruso. That local currency, as I understand it, can also be used 
to buy a great deal of machinery and other equipment that these coun- 
tries need from the United States. It would help the entire American 
market. 

The Cuarrman, That is right. 

Mr. Kina. How will they buy machinery with it when they have 
already bought agricultural products with it? The currency comes to 
us. Then we have got to get it back to them in some way. You cannot 
buy additional machinery with the same money. 

The CxHarrmman. Let us come back to this subject which we have 
before us, the price support involved in this legislation. 

I understand, Mr. Morse, you share the Secretary’s views with regard 
to the bill we have before us ? 

Mr. Morse. Yes, sir. 
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The Cuarrman. That is, you do not think that we should restore 
the 90 percent of price support to basic commodities ? 

Mr. Morse. Yes, sir, I am very strong on that conviction. 

The CuarrMan. We hear a lot about free agriculture, freeing agri- 
culture from some bondages of some sort. Did you or Secretary Ben- 
son advocate, or do you now advocate, the repeal of a single law which 
shackles or enslaves or restricts the freedom of those who are tilling 
the soil of this land? 

Mr. Morse. We have moved in direction of more freedom. The 
1954 act in itself will, if allowed to go into effect, definitely aid the 
farmer in getting away from some of the restrictions. 

The CuarrMan. You are not advocating the repeal of any of the 
acreage allotments or marketing quota laws ? 

Mr. Morse. No, sir, with the situation we are in and the prospective 
production capacity, those mechanisms will be needed. Eventually 
the population increases and the growing demand for farm products 
will balance supply and demand. 

The Cuarrman. In other words, then, you favor a continuation of 
the acreage allotments and marketing quota laws until such time as 
the supply is reduced to demand, or reasonably so? 

Mr. Morse. You get them in balance, of course, by increasing con- 
sumption, as well as with adjustments of production. 

The Cuarrman. The point I am trying to make now is this: I become 
tired of hearing people speak about freeing agriculture, when I know 
that the farmers in my section do not feel that they have been restricted 
unduly in their own privileges. They do not feel that they are enslaved 
by any Federal law. They feel that these laws are beneficial to them, 
and they accept the benefits and the burdens of the law. 

If you are out making a speech talking about free agriculture— 
I want the farmer to be free—then just tell me what act you want me 
to repeal—what act have I voted for that would enslave him ? 

Mr. Morse. We feel that the production control mechanism must 
be retained until we work out of the present situation. They are a 
necessary part of the price-support program that is now the law. 

The Cuatrman. I think with that remark you agree that these laws 
should not be repealed ? 

Mr. Morse. No, sir; I do not think they should be repealed. 

The Cuarrman. What is that—you do not agree with me or do not 
think that they should be repealed ? 

Mr. Morse. I think that the price support 

The CuarrMan. I am not talking about price support. 

Mr. Morse. The production control mechanism should be retained 
as it is in the 1954 law. 

Mr. Asernetuy. I do not want to burden the record with questions 
and answers which may already have been propounded and answered, 
but unfortunately I was not here yesterday—lI was out because of a 
little hospitalization. If you have already answered my questions, 
you can tell me so and I will read the record. 

Does the Department of Agriculture have any further recom- 
mendations to make during this Congress with regard to the overall 
agricultural program, particularly with regard to the price support 
program ? 
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Mr. Morse. We have an interest in certain legislation, part of which 
has already been advanced. One example is the Durum wheat legis- 
lation that I believe has already passed Congress. 

Mr. Apernetuy. That was a little temporary matter. 

Mr. Morse. Another example—and this bears on the chairman’s 
question—is so freeing up of wheat, particularly for the smaller 
operators, so that they can use it for feed without penalty. There 
are some other adjustments of that kind. 

Otherwise, I believe we are not coming forward with recommenda- 
tions for major changes. 

Mr. Anernetiy. Since you mentioned those, I want you to be spe- 
cific. Do you have any recommendations, or will you have any recom- 
mendations to make during this Congress with regard to the basics, 
as well as perishables ? 

Mr. Morse. We may have. We have just announced this week that 
the National Agricultural Advisory Commission is being asked to 
extend its studies in reference to wheat. We have a rice study about 
ready to deliver which Congress asked for by March 1. 

We have studies going on in connection with dairying. We certain- 
ly are not feeling complacent in regard to farm problems. We have 
studies going forward constantly. 

Mr. Aserneruy. Let me put it this way: Do you have any recom- 
mendations to make which will materially change the basic structure 
of the price support law, or will you have? 

Mr. Morse. As of now. the answer is that we have some modifica- 
tions, such as I have indicated. But as of now no major changes 
are being proposed in connection with the 1954 act. 

Mr. Anernetuy. Well, then, as I understand it, so far as the basic 
law is concerned you are pretty well satisfied ¢ 

Mr. Morse. We have moved in the right direction. We think it is 
a distinet improvement, but as the Secretary testified yesterday, we 
think there are other improvements to be made in it. 

Mr. Apernetuy. Well, now, let us go back to your answer. You 
stated a moment ago that you did not have any material recommenda- 
tions to make now and you would not have during this Congress which 
materially change the basic price support law. That is the way I 
understood your answer. 

Mr. Morse. As of now. 

Mr, Apernetay. As of now? 

Mr. Morse. Yes. 

Mr. Apernetny. In other words, for the last 2 years or more you 
have been working on this problem, the freeing of agriculture, and 
100 percent of parity at the market place. And so we can now assume, 
in view of your answers and the fact that you have nothing else, no 
recommendations to make, after more than 2 years, we can now assume 
that we now have a program which the administration feels is a pro- 
gram which frees agriculture and whicn gives them 100 percent of 
parity at the market place—we have it now? 

Mr. Morse. We have the program passed by the Congress, the 1954 
act, and other legislation which we recommended, and into which 
Congress injected its judgment, of course. As the President said in 
nis state of the Union message, “We are headed in the right direction 
now,” and we expect—— 
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Mr. Aserneruy. I dislike to interrupt you. I have heard the state- 
ment of “headed in the right direction” around here for 2 years, and 
I have no particular criticism to make of your use of it. Maybe we 
are headed in the right direction. I do not know. But judging from 
the prices we are now receiving, I seriously doubt it. 

Mr. Morse. Have you read the Secretary’s statement of yesterday ? 

Mr. Asernetuy. | certainly have read his statement. I do not find 
a single new recommendation in it to free agriculture and to get 100 
percent of parity at the market place. I am wanting to know. What 
I want to Sead think we are entitled to an answer—I think the 
country is entitled to an answer—do we now have the program which 
this administration promised that we would have, a free agriculture 
and 100 percent of parity at the market place? If we have not, when 
are we going to get it ? 

Mr. Morse. The 1954 act and the accompanying acts, such as Public 
Law No. 480, enacted by the 83d Congress, if allowed to go into effect 
and if given proper administration, effective administration, will 
certainly move us— 

Mr. Asernetuy. In that direction? 

Mr. Morse. In that direction, yes, sir. 

Mr. Asernetuy. All right. 

Mr. Kine. Will you yield ? 

Mr. Asernetuy. No; not at thismoment. 

Mr. Morsr. Now, then, Mr. Chairman and Mr. Congressmen, I 
think that you will find in the statement of the Secretary yesterday 
ample evidence of the fact that progress is being made. 

Mr. Asernetuy. I am not going to quarrel with the fact that both 
he and you have said that progress is being made. I may disagree 
with the progress, but I am not going to quarrel with you or to dis- 
agree with you that you have said that, or that he has said that. In 
fact, both of you have said that on numerous occasions. 

Mr. Morsr. The facts are set out, Mr. Congressman. It is not 
a matter of opinion. 

Mr. AperNetHy. Will you answer this question: American farmers 
were promised by this administration that they would be freed and 
get, 100 percent parity in the market place. Do we now have the pro- 
gram to get that? That certainly ought to be answered either “Yes” 
or “No,” and you might be able to say that we will get it later. If we 
haven’t got it, when will we get it? 

Mr. Morse. The 1954 act, if allowed to go into effect and operate 
as we believe 

Mr. Anernetuy. Will get it? 

Mr. Morse. Will largely accomplish that. Mr. Congressman, we 
have accumulated these supplies and got into this position over a 
period of years. You cannot expect an immediate transition from 
a situation such as we have accumulated. It takes time, first of all, 
to reverse down trends. 

Mr. Anrrnetuy. I agree with you. 

Mr. Morse. And get headed back up in the right direction. 

Mr. Asernetuy. I agree with that, but I think that my questions 
were fair. I first asked you if the Department had any other recom- 
mendations to make, particularly with regard to the basic law. And. 
you indicated—in fact you stated—that you did not have. And then 
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[ asked, since you did not have any other recommendations, if I did 
not have a right to assume that this is the program which the Ameri- 
can farmer was promised that would free him and give him 100 per- 
cent of parity at the market place. And I think very clearly by your 
answer, Mr. akdetaiy, that you have declined to answer the question. 

It sums up to this, you do not have anything else to recommend and 
vou do not have anything else in mind. So, with all deference, I do 
not think you know what to recommend to get 100 percent of parity at 
the market place. 

Mr. Morse. Mr. Congressman, may I repeat that we have a rice re- 
port which Congress called for on which the delivery date is March 1. 
We have called upon the National Agricultural Advisory Commission, 
and have put in operation further studies on wheat. 

We have further studies going forward on dairying, in spite of the 
encouraging progress being made by the dairy industry. And I have 
indicated certain refinements and changes, one of which has already 
been passed. Beyond that, as of now, we do not have further major 
recommendations, but next week or next month we may have. 

Mr. Anernetuy. The bill that was passed by this Congress, or this 
committee and the House, just simply increased the durum-wheat 
quota. That was not a change in the basic law. That is not a step 
toward freeing agriculture. That was not a step toward getting 100 
percent of parity at the market place. That is still a part of a control 
yrogram. It is not freedom in the interpretation that you put on it. 
tt is control under the old law with just a little increase in acreage. 

I just think that after 2 years or more that it is time that the De- 
partment was coming forward with that particular program which 
it committed itself to come forward with, 100 percent of parity at 
the market place and a free agriculture. And I would like to see the 
curtain go up on that show. If you intend to stage it, I would like 
to see the curtain go up on it. 

Mr. Krne. Will you yield ? 

Mr. Poacr. Will you yield ? 

Mr. Morse. The 1954 act, Public Law 480, and other acts have been 
passed that bear upon and have been in the interests of agriculture. 
Some of them came through other Departments, as the one which 
permitted depreciation advantages in connection with income taxes. 
There have been many changes, sir, that are already in the law that 
have been for the benefit of agriculture. 

Mr. Apernetuy. I do not quarrel with you. I agree those things 
have been done. I participated in some of them and supported some 
of them. Some of them I did not. 

I want to know if the show has run its course. 

Mr. Morse. No, sir; it has not. 

Mr. Anernetuy. What do you intend to bring up then during this 
Congress after 2 years of study to free agriculture and give us 100 
percent of parity at the market place ? 

Mr. Morse. With the action which Congress took last year, except 
for refinements—as of now, we are not here with what you might term 
inajor legislation. We think they are important items of legislation. 

Mr. Poaer. Will you yield ? 

Mr. Kine. Will you yield? 

Mr. Anernetuy. I will yield to Mr. King. 
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Mr. Kina. It seems to me that the answer to your question is pro- 
vided by the present legislation. The changes that are sought are 
provided in the present law. The main basic change is the lowering 
of the support prices. ‘ é’ 

The freedom which we think is desirable is provided in the price- 
support law. In the first place, the basic philosophy of it was that 
you support and that you regulate, and if the support is too high, the 
regulations have to become more rigid, because it is the high support 
price that is the incentive for the overproduction. If you reduce that 
support price you work towards freedom by reducing the supply, and 
thereby and in accordance with the law you relax the restrictions. 
And you are working toward freedom. 

Of course, as you know the present law providing eventually for 
75 percent support is not as far as I would go, because any price sup- 
port that is above the cost of the production is bound to interfere with 
freedom and a free economy. 

Mr. Apernetuy. Just a minute. I am very glad to have your state- 
ment. I know your philosophy on this program, but I think that 
this committee es a right to know, and I think the thirteen-odd- 
million farm people have a right to know, if this is “the” program. 
That is all I asked. It either is or it is not. My question can be an- 
swered “Yes” or “No.” 

If it is answered “Yes,” that ends it. If it is answered “No,” I 
think we have a right to know if the Department has something else 
to bring out. The Secretary has stated that they have not. 

The CuatrMan. I would like to ask the Secretary a question. 

You referred to the law of 1954. The Secretary refers to it as if 
it were something wonderful that had been achieved by the present 
administration. We voted that bill out of this committee. 

My recollection is that everybody on this side voted for it. The 
only thing in it that changed the basic program was the fixing of a 
lower price support. You cannot name anything else in the bill except 
that that is worth a nickel. That was the thing we fought about. 
When the fight was over the show was over. 

You have started us in the right direction, according to your state- 
ment, because you started us downgrade. You start us from 90 per- 
cent to 8214 percent, and your ultimate goal is to get us to 75 percent. 


It seems to me that it is unfortunate even to use that expression “in 
the right direction,” when everybody knows that farm income is on 
the downgrade. 

Mr. Morse. I would want to strongly take issue with your state- 
ment that we have headed the farmers on the downgrade. The only 
reason we have been before Congress in support of that legislation is 
in the interests of the farmers, in getting them more income, making it 
possible for them to produce more effectively and more profitably. 
Again I cite you the developments that have been seibenaiicten by the 
administration alone without the help of these laws—the 1954 act 
which will not go into effect until this year. There is this leveling off 
of the drop in prices and income. When I say we are headed in the 
right direction, I am saying that we are headed in the direction of 
more profitable farming for farmers. 

_ The Cuarrman. That is your opinion, but the point I am making 
is 
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Mr. Morse. Now, Mr. Chairman, may I suggest and call the com- 
mittee’s attention again to the fact that this is not my opinion; the 
Secretary’s opinion. We sought the best advice from the best trained 
men and farmers across this Nation, and that is their opinion. 

The Cuarrman. I apologize. I did not mean to say just your opin- 
ion alone, but it is the opinion of the Department officials headed by 
the Secretary. The fact remains that the farm income is on the down- 
grade. 

I come back to my first observation or question, that is, that you 
talk about the farm program of 1954. All I am trying to say is that 
what you have done is to embrace lock, stock, and barrel every single 
solitary act that this committee has been responsible for putting on 
the Federal statutes for the last 20 years. The only thing that you 
did in 1954 was to fix a lower price support program for the basics. 

Is there any other change in the basic philosophy of the program ? 
If there is, I would like for you to point it out. 

Mr. Morse. Yes, sir. It is this: The basic philosophy of flexibil- 
ity. 

The CHarrman. That was in the law. It has been in the law from 
the time it was written. Every program is flexible. 

Mr. Morse... And not allowed to go into effect in recent years. 

The Cuatrman. Oh, no. I mean by that, before the 1949 act all 
of the programs were flexible, except under certain given circum- 
stances, and that is when the Secretary had asked for quotas and the 
farmers had rejected quotas, they went down to 50 percent. If he 
asked for quotas and they approved the quotas, it would go up to 
90 percent, but other than that the whole program was flexible. 

All of these losses have been sustaind on the flexible program as 
proved by your own records. When you came into office we had a 
net profit on the basic program of more than $8 million. That is 
the one program that has become controversial. ‘That is the one we 
fought about in 1954—the one we are fighting about now. 

Mr. Morse. Mr. Chairman, the 90 percent high rigid supports have 
continued in effect through 1954 and helped build up all of these 
accumulations. We expect to have about $81, billion invested in com- 
modities and commodity loans this year. That has all taken place 
under the 90 percent high rigid price support program which the 1954 
act would permit us to move away from. 

The Cuatrman. That $814 billion you are talking about is secured 
by good collateral. You have a mortgage on millions of bales of 
cotton and millions of bushels of wheat. 

Mr. Morse. I agree. 

The Cuarrman. That is not a total loss. 

Mr. Morse. And I agree with that. And also I call the committee’s 
attention to the fact that there is about a $1 billion loss projected 
against that. That is the problem—the size of the problem. And it 
will get larger. 

Mr. Asernetny. I have one other thing that I would like to inquire 
about, In reading the Secretary’s statement 

The Cuarrman. I yield to Mr. Poage. 

Mr. Poacr. May I ask, because I have listened with some interest, 
but I think you overlooked something—I understood that you asked 
the Secretary to point out just how you were going to get this 100 per- 
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cent parity in the market place, and I heard him say that he had 
answered you, but I overlooked his answer. 

I just want to find out just what he has said, because I did not hear 
it. Just what did you say, Mr. Morse, how are you going to get this 
100 percent in the market place? Mr. Abernethy pointed out that there 
were objectives, to getting 100 percent and to free the farmer of all 
restrictions. I heard you discuss how you could free him of restric- 
tions by continuing the present program. How did you say you would 
get him that 100 percent in the market place, and what market place ? 

Mr. Morse. Mr. Congressman, let me give you a few examples. 

Soybeans, I believe, have over a 9-year period averaged better 
than 100 percent of parity. 

Mr. Poacer. Let us talk about these. We only have 6 basic com- 
modities that we are talking about, or, 5 commodities actually, because 
we are not changing the law on tobacco. Let us find out how your 
proposal will work, because you have not changed the law as to soy- 
beans. So let us find out how you are going to get in the market place 
for these five commodities that are involved in the law. There are not 
but five. 

What market do you go to get that 100 percent? I want to send my 
farmers to the proper market place to get their 100 percent that the 
President told them that they were going to get, the 100 percent in the 
market place, but we have looked so long and so hard to find the 
market place. Where is it? 

Mr. Morse. When we have operated under a law that accumulates 
products to the amounts that we have at the present time, these sup- 
plies are very depressing on the markets. We have recommended to 
Congress and Congress has provided in the 1954 act, the mechanism 
that will enable us to move in the direction of getting these products 
into consumption and off the farmers’ backs, relieving the depressing 
effect on the market. 

It will take time. As we get supply and demand into better balance 
on any of these commodities, and as we develop more outlets at home 
and abroad, and as we step up the use of these products, you will see 
the 100 percent coming in the market place. 

Mr. Poacre. Would you hazard any suggestion as to where that 
market place is going to be, and when my farmers are going to haul 
their cotton or their wheat or their peanuts into that market place, and 
get this 100 percent ? 

Mr. Krne. Will you yield tome? 

Mr. Poace. No; I want to hear the answer. I would like to have 
my question answered. Mr. Abernethy has yielded to me to ask the 
question. 

Mr. Morse. It will depend. 

Mr. Poaag. I do not have the floor. 

Mr. Morse. It will depend upon crop conditions here in the United 
States, the crop yields, the weather. It will depend upon the weather 
and other conditions abroad. 

Mr. Poacs. Has not that always been the case, whether you have any 
program or not ? 

Mr. Morse. And it will also depend upon the effectiveness of getting 
consumption increased. We have made more rapid progress in the 
dairy industry than I had anticipated up to this time. 
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Mr. Poage. The dairy industry does not have anything to do with 
this, because we did not change the law as to them. It is flexible, 
still flexible, and it has always been flexible. I am only talking about 
these five commodities that the law affects. Those are the people that 
the President promised could get 100 percent in the market place. 

Mr. Kine. Will you yield to me? 

Mr. Poage. I do not have the floor. Mr. Abernethy yielded to me 
to ask a question. I am still just trying to find out where that market 
place is. If we cannot get the address of that market place, I just 
want to be able to tell my people that the Department cannot give me 
that address yet, but that they will probably appoint a committee and 
have them study it. 

Mr. Morse. Will you tell me where he gets it under the 90 percent 
price support mechanism that we have at the present time ? 

Mr. Poace. Will I tell you what ? 

Mr. Morss. As of Janury 15. All right—— 

Mr. Poace. I beg your pardon. I have had too much assistance up 
here. Would you repeat your question, please? 

Mr. Morse. All right. If the 90 percent price support mechanism 
is the answer, will you tell the farmers why they now are getting 85 
percent of parity as of January 15 for wheat; why they are getting 
82 percent of parity for rice? 

Mr. Poage. I think I can answer you. 

Mr. Morse. If the 90 percent is the answer—— 

Mr. Poace. Yes, sir, I think I can; and I want to try to answer you 
frankly. I want to tell you exactly why they are getting 85 percent 
for wheat, because the Department of Agriculture has told the world 
and the traders, who are buying wheat, that the price of wheat is going 
down in the future and has told them the same thing about rice, and 
that always drives the market down. Of course, I know why they are 
getting those prices. It is because of what the Department of Agri- 
culture and this Congress has done. That is exactly why they are 
getting those lower prices. 

Mr. Morse. Is that why the parity ratio dropped 19 percent before 
this administration came into office—before this administration came 
into office, 25 months ago? 

Mr. Poaaer. Certainly it had a great deal to do with it, because you 
were out even then urging—urging—a reduction in the support prices. 
And when you urged these reductions in support prices, you bring the 
market down. There is nothing bears the market down more than 
the suggestion by somebody to bring the price down. 

Mr. Asernetuy. I should like to take up where I left off. 


I was particularly interested in that paragraph of the Secretary’s 
statement titled, “Per Capita Incomes of Farmers are Advancing.’ 
And in the middle of the first paragraph on this point I find this 


sentence : 


And if account is taken of the income that farm people receive from nonfarm 
sources, the realized per capita income of farm people from all sources actually 
increased 6 percent during this 7-year period. 

What nonfarm sources were taken into consideration—is that the 
city farmer or the lawyer or the doctor or the Secretary himself or 
the Congressman, the dentist or the merchant, the banker who is farm- 
ing on the side? 

59214—55——_10 
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Mr. Morse. No, sir. It would be those that are classified by the 
Census as farmers, particularly where they have small units as you 
have in parts of your district in Mississippi, where they do not have 
the resources in land to fully employ the farmer’s time. They seek 
other sources of income to supplement their income. 

Mr. Asernetuy. If those are the farmers, and you take into con- 
sideration the income that they have from other sources, then as I 
understand it, they are doing all right—it is shown that their income 
has been increased 6 percent during this period. 

Mr. Morse. The statement does not say that they are doing all right. 
It merely points out that they are making some financial progress as 
compared with the previous years. 

Mr. Angernetuy. What I cannot understand is why that particular 
sentence was inserted in a statement with regard to the farm program. 
What difference does it make how much the corn, cotton, wheat, rice, 
or dairy farmer is making from his investments in other sources? 
What does that have to do with the program except to prove that he 
is getting along better than he used to be but that he had to supple- 
ment his farm income in order to do so. 

Mr. Morse. We are dealing with farmers, and farm families. I 
have not contacted any State where there has been more vigorous 
effort made through the year, than in the State of Mississippi, to 
give small farmers and families on small units an opportunity to 
supplement their income. Your State has been anxious to bring in 
factories and other sources of employment. 

Mr. AsernetHy. What has that to do with the farm income of the 
country—that is what I am trying to find out—how important is that 
on this particular subject? 

Mr. Morsz. The part-time employment opportunities for the small 
farm units and farm families is very important. 

Mr. Anernetny. I think it is important, too. I think in fact a lot 
of them had to do that to get along. They have always had to do 
that—considerable numbers of them. 

What does that have to do with the title of this paragraph, “per 
capita incomes of farmers are advancing” ? 

Is not the title of that paragraph to leave the impression that farm 
income is up? 

Mr. Morse. As the title says, the incomes of farmers are advancing 
per capita, 

Mr. Asernetuy. And that is proved by saying that some of them 
are making some money on the side? 

Mr. Morse. We have set out the other factors, I believe, along with 
it also. 

Mr. Asernetuy. If they are not making that money on the side, 
then their income is not up, because the figures show that it has been 
going down for several years. 

Mr. Morse. The second paragraph deals with the farm income de- 
rived from their farming activities. 

The Cuarmman. I would like to ask this question to try to sum up 
the discussion of yesterday and today. 

Following Mr. Abernethy’s observations with reference to the pro- 
gram which had been promised by the present administration, having 
been in office now as long as the administration has been, would you 
say that the farm program that we now have is a good farm program? 
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Mr. Morse. Yes, sir. 

The CuarrmMan. Do you recommend it and commend it to the people 
of the country ? 

Mr. Morse. Yes, sir; the 1954 act and the other acts we strongly 
-upported. 

The CuarrMan. So then I anticipate that we will not hear spokes- 
men from the Department of Agriculture going out over the country in 
the months ahead screaming about “freedom for agriculture,” because 
according to what you say now you have got the program you want— 
it is a good farm program— it will ultimately free the farmer—it will 
ultimately find 100 percent price in the market place? 

So now if we have the program that the administration wants, 
is there not some way that we could stop talking about all of this free- 
dom for agriculture and go out and say that we have a good farm 
program, and bear in mind when you say that this farm program that 
you are bragging about is the farm program written by this committee 
over the past 20 years, except for one change that you made in it last 
vear, et that. was to lower the price to 8214 percent? 

Mr. Morse. We would expect to continue to work toward improve- 
ments in the farm program and try to get to the farmers—that is part 
of the responsibility of the Department of Agriculture—those state- 
ments sd information which will help them to improve their farm- 
ing operations and have a more profitable business. 

Che Cuarrman. Of course, it is the desire of this committee to con- 
tinue to improve the program wherever possible to improve it, and to 
continue to pass legislation which is beneficial to agriculture. As I 
said a moment ago, I hear people talking about enslaved farmers when 
I am not aware of the fact that any of them are enslaved or that they 
are restricted in their freedoms. You think the 8214 percent is what 
you want, and you have it. We will try our best to change it, whether 
we change it or not will depend on a lot of obstacles in the pathway. 
But we will do our best to do it. And when I say “we” I do not mean 
that. it will be any partisan approach to it, because I know that some 
of the Republicans on this committee are just as interested in seeing 
this bill passed and becoming the law as I could possibly be. 

Mr. Hagen. Mr. Chairman, I would like to make this observation, 
based on my brief service on this committee. These various commodity 
laws are a regular maze tailored to very obscure specifications and in- 
herent in all of them is a different treatment of different farmers in 
(lifferent areas. 

If it is the reasonable assumption—lI am not saying that it is—that 
90 percent of parity is responsible for these surpluses—the farmers in 
my district are suffering by reason thereof because they do not receive 
the treatment under the law that they would secure in what might be 
approximately a free market. In that sense, if it is a reasonable as- 
sumption that 90 percent of parity is responsible for the surplus pro- 
gram, it is operating to our present detriment. 

I would like to call Mr. Morse’s attention to a statement on page 19 
of the Secretary’s statement. It is at the bottom of the page. It seems 
to me that is a purely political statement. It reads: 


In this connection, the aim is to give support at 90 percent of parity if pro- 
ducers keep supplies in line with demand. 
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When you have a controlled program that is exactly what they are 
doing. That does not add anything to his statement ee perhaps 
as a political sop to indicate that under certain situations he favored 
90 percent of parity. 

Mr. Morse. As we work off these burdensome supplies, then the 
formula itself that is in the law dictates the level of price supports. 
This sentence, as I understand it, would merely indicate that when 
we have heavy supplies such as we have in wheat now, under the flex- 
ible program the price support will move down. As the surpluses 
are worked off and the supply position is brought more nearly in 
balance, the support would move back up the scale. 

Mr. Haean. Of course, if you have a quota program that is designed 
to keep supplies in line with demand 

Mr. Morse. Of course. 

Mr. Hagen. And the flexibility does not add a thing to that. 

Mr. Morse. The flexibility ? 

Mr. Hacan. Whatever it might be. You have a method for keeping 
supplies in line with demand presumably if the Secretary acts wisely 
and gives the farmer the opportunity to impose quotas on himself at 
the proper time. 

Mr. Morse. Yes, sir. The use of the flexibility which will give a 
lower price when supplies accumulate, of course, will help move the 
supplies into use. And then as I say, as the supply position improves, 
then the support would move back up to higher levels. 

Under this bill, H. R. 12, it is proposed that we continue at 90 per- 
cent regardless of supply unless, of course, in referendum the pro- 
ducers did not vote for such. 

Mr. Hagan. It would be my observation, Mr. Secretary, that the 
present commodity laws operate with inequity with respect to various 
categories of farmers, whether the support level be at 90 percent or 75 
percent or even lower. The biggest beneficiary is the very huge farmer 
Then as they operate they throw a bone to a very small farmer who 
probably should not be farming. They overlook the great mass of 
people in the middle. 

Mr. Morse. Yes. 

Mr. Hagan. I think that you should have some recommendations in 
that respect. I think you have been quoted in the press as saying that 
there is a certain type of farmer who should be eliminated, that is, the 
marginal farmer. I have never heard a definition of who that is. I 
would like to have you give it to us, if you can. 

Mr. Morse. I have been misquoted as Congressmen are sometimes 
misquoted. 

Mr. Hagan. I have heard the statement by some Under Secretary. 

Mr. Morse. It has been tied to some statements that I have made to 
the effect that some of the land that is now being cultivated would best 
be put to other uses. That is, of course, part of sound conservation. 

This principle which the Secretary discussed of freedom of people 
to select their vocation, that you are touching on is very important. 
Jn many cases small farmers are penalized by these high rigid price 
supports, practically every small farmer who has milk cows or chick- 
ens. If he is buying feed, has any livestock, he may be buying price- 
supported corn, for example. So that the income to one farmer often 
becomes the cost to his neighbor. 
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Mr. Hagen. I am familiar with that aspect of it, too, but basically 
I think that the present program, whether it is 65 or 90 percent, op- 
erates probably to preserve an archaic pattern of operation in some 
areas, and in other areas it institutes a new monopoly type of opera- 
tion which is not good for the country, either. I would like to see the 
Department. come in here with something to reach that problem. 
Secretary Brannan had a plan that attempted to do it. It was 
objectionable to,many people, but at least it was an effort made 
directed at this farmer who really is a self-sustaining American, and 
who is in the majority that it is most desirable to help. 

Mr. Morsz. Yes, sir. You are speaking to this very broad prin- 
ciple of flexibility. That is what we feel we must retain in agricul- 
iure if it is going to be most profitable. That is, farmers can move in 
the direction of the products which are most in demand. They can 
use their land in the Coa way and keep their crop rotations in the best 
shape for the conservation of their soil and the building of their soil 
fertility. It is all tied into this broad principle of flexibility which 
must be retained in agriculture if it is going to make the most progress. 

Mr. McIntire. Mr. Secretary, I want to direct a question in a sort 
of general way relative to the problem. I appreciate some of the 
problems which have arisen in the last year or so. 

I understand the position of the Department at this time, but could 
you make an observation as to whether or not we are going to be able 
to effect a transition from the acreage which has been involved in the 
basic commodities, removing the necessary acres from those com- 
modities to bring the supply in line with the demand under the pro- 
gram, that the acres that will come out of those commodities will be 
blended into our agricultural economy without upsetting rather sub- 
stantial producers in commodities where we have no price stabilizing 
mechanisms. Do you think that we will be able to make that transi- 
tion? If not, would the Department have some idea of how they 
will assist these producers in meeting that problem ? 

Mr. Morse. There will no doubt be some disturbances. That is why 
we announced some control of the diverted acres. The Department 
has in effect a program for diverted acres. We are using ACP pay- 
ments and other programs in an effort to get cropland that should be 
restored to grass and hay and uses of that kind taken out of produc- 
tion, so that it will not be competing with other crops. That will help. 

Further, as we move in the direction of getting supply and demand 
into better balance we will see an increase of acreage allotments. 

We have an illustration in the case of corn where the acreage allot- 
ment announced this year is 8 percent over last year. As we get sup- 
ply and demand into better balance, some of the acres that have been 
taken out of production will move back into use of the crops to which 
they are best adapted. 

Mr. McIntyre. As an interim program, while this adjustment is tak- 
ing place—and I appreciate some of the adjustments are so recent that 
it is not possible to get a clear picture as to how it moves and into what 
commodities it moves—does the Department propose to be very re- 
sponsive to mechanisms available to them in assisting in the diversion 
of acres into crops that are not particularly competitive with other 
crops? Perhaps the ACP program is indicative of that, but does the 
Department plan to be responsive to use other mechanisms available 
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to it, to meet this situation which is confronting the producers who 
have no system: of price stability ? 

Mr. Morse. Yes, sir; I think the answer definitely is “Yes.” We 
are concerned, of course, with all farmers and we do not want to 
place at a disadvantage one group of farmers while others are having 
acres diverted. That is a very complicated difficult matter to deal 
with, as you know. 

Mr. Kine. Would you say the necessity of diverting acres is one of 
the evils of the whole control program ? 

Mr. Morse. Yes, sir; we have to be aware of the fact that it im- 
pinges upon the philosophy of scarcity which is diametrically opposed 
to what has built this great country of ours. Farmers are prosperous 
when they have an opportunity to produce and sell. That is going to 
be the case in the future. You need only to see the great problems that 
are being created across this country by the necessity of taking acres 
out of the customary crops which farmers have been growing to know 
the great burden that 1s thrown on farmers when you have‘ to so 
drastically cut back production. 

Mr. Kine. Mr. Chairman, I would like to go back just a minute to 
the question as to when farmers are going to receive this 100 percent 
in the market place. I think you either have no confidence in the 
free-enterprise system and the law of supply and demand, or you must 
concede that Mr. Morse has made a good answer, because in effect he 
told you what is the truth, and that is that you will never establish 
100 percent in the market place for farmers so long as we are carrying 
such tremendous surpluses. 

There is no scheme of Government or any other agency, outside of 
establishing complete socialism, that can obviate the workings of the 
law of supply and demand. 

Therefore, you must cut down production. And your 100 percent 
in the market place will come automatically 

The Cuatrman. All right. I agree with what the gentleman has 
said, but I would lke to say that it was never contemplated that the 
program would result in the building up of tremendous surpluses. 
Actually, the contrary was contemplated. We contemplated that 
with these control laws, if permitted to operate, we would keep produc- 
tion in line with reasonable consumer demand. 

The situation that we have today is not the result of the weakness 
of the law. It must result in the failure to administer the law as 
Congress intended that it should be administered, that is, to impose 
quotas when they should have been imposed. I am still willing to 
forgive those who administered the program, because I know that we 
have been living in such an uncertain international situation, and these 
commodities that we are dealing with all go into export, and when 
the export picture changes and the defense program changes drasti- 
cally, it is difficult for any Secretary of Agriculture to determine with 
any degree of accuracy just what size crops should be produced. 

I know, and I think the gentleman knows, that Secretary Brannan 
asked for a 16-million-bale cotton crop. I am sure he asked for that in 
good faith, but the international picture changed drastically and we 
ended up with more cotton than we needed. 

If you are going to bring production down you will not bring it 
down under Mr. Benson’s philosophy and theory. His idea is that if 
you lower prices it will bring production down. That is not true at all. 
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We could throw out every one of these laws right now and give the 
farmer complete freedom and in one short marketing year every one 
of us would be in bankruptcy, because we would produce even more 
abundantly than now. 

Mr. Kina. If you were in bankruptcy at the end of the first year, 
you would not be planting the second year. 

The Carman. We did it year after year in the twenties. We will 
doitagain. Iknow, Mr. King. We did it. 

Mr. Kine. Where does the capital come from to plant when you 
are busted ? 

The CHatrman. We are just busted. I saw every merchant in my 
hometown and 2 or 3 banks go into bankruptcy—every merchant 
went into bankruptcy in the county. 

Mr. Kine. I would like to know how to operate when you are 
busted. 

The Cuamman. Maybe you were not operating back there. May- 
be you do not recall the hardships of the depression. You sit here 
and advocate the law of supply and demand for the American farmer. 
You do not advocate it for anybody else except the farmer. The 
law of supply and demand is too cruel and too harsh for the American 
farmer to live with. He has tried it and gone into bankruptcy every 
time because of productibility exceeding our distribution. 

Mr. Kine. What is the alternative ¢ 

The Cuatrman. To control. 

Mr. Kine. Unless it is complete socialism. 

The CHarrman. You have to control production. Nobody would 
advocate or permit industry to run 24 hours a day full blast, produc- 
ing automobiles and farm machinery if they have no market for 
them. Everybody knows that the farmer produces himself into 
bankruptcy. 

Mr. Kina. I operated a farm all through the depression years. I 
was convinced then as I am still convinced that Government aid only 
delayed the day of adjustment and did not in any way help the farmers. 

The Cuarman. I do not agree with you and I never will. I am 
sure we could sit here all day and argue about it. 

It is now 12 o’clock, our adjourning time. 

Mr. Secretary, I want to thank you and your associates for your 
cooperation and the help you have been in expressing the views of 
the Department, and in discussing the vital problems with which we 
are concerned. We appreciate very much your being here with us. 

Mr. Morsr. Thank you. We always appreciate being before your 
committee. We have mutual interests. It is a question 1 of judgment 
and methods of arriving at the answer we all want, that is, more pros- 
perity for American farmers. 

The Cuatrman. Thank you very much. 

The committee will stand adjourned until next Wednesday morn- 
ing, at which time we will hear the president of the American Farm 
Bureau Federation; also Mr. John A. Baker, assistant to the president 
of the National Farmers Union. 

The committee stands adjourned. 

(Whereupon, at 12:05 p. m. the committee adjourned to reconvene 
at 10 o’clock, Wednesday, February 23, 1955.) 








PRICE SUPPORTS FOR BASIC COMMODITIES 


WEDNESDAY, FEBRUARY 23, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
eh Fo House Office Building, Hon. Harold D. Cooley (chairman) 
presiding. 

The Cuatrman. The committee will be in order, please. 

The Chair recognizes the distinguished gentleman from Illinois, 
Mr. Simpson, to present the first witness. 

Mr. Srmpson. Thank you, Mr. Chairman. 

The first witness, members of the committee, and those who are in the 
committee room, is Mr. Charles Shuman, former president of the 
Illinois Agricultural Association. He is now president of the Ameri- 
can Farm Bureau Federation and he as such is the witness for that 
organization and the first witness of any farm organization on the 
bill before the committee. 

I might also say that as a member of this committee, and from the 
State of Illinois, I was very happy when Mr. Shuman was made presi- 
dent of the Illinois Agricultural Association. 

I think all agricultural interests in Illinois are pleased and happy 
that he has been made president of the national organization. 

He is a practical farmer in Moultrie County, Ill., farming 200 acres 
of land and possibly supplementing his farm income as president. of 
the American Farm Bureau Federation. [Laughter.] 

That is all, Mr. Chairman. I know that we will enjoy Mr. Shuman’s 
testimony. 

The eee Mr. Shuman, we will be glad to hear from you. 
We are pleased to have you appear before the committee. 


STATEMENT OF CHARLES B. SHUMAN, PRESIDENT, AMERICAN 
FARM BUREAU FEDERATION, ACCOMPANIED BY WALTER L. 
RANDOLPH, VICE PRESIDENT, AMERICAN FARM BUREAU FED- 
ERATION, AND PRESIDENT, ALABAMA FARM BUREAU FEDERA- 
TION; ALSO JACK LYNN, LEGISLATIVE DIRECTOR; AND FRANK 
WOOLLEY, LEGISLATIVE COUNSEL, AMERICAN FARM BUREAU 
FEDERATION 


Mr. Suuman. Mr. Chairman and members of the committee, I 
would like to present Mr. Walter Randolph, who will sit with me here, 
—_ who perhaps might answer some questions that might be directed 
to him. 
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My name is Charles B. Shuman, president of the American Farm 
Bureau Federation. 

The American Farm Bureau Federation appreciates this oppor- 
tunity to discuss with you the important subject of national farm price 
support and production adjustment programs. 

For the record, I would like to state that the Farm Bureau is the 
largest general farm organization in the United States. Our member- 
ship has increased in each of the last 16 years, and is still growing. At 
the close of our last fiscal year, November 30, 1954, we had 1,609,461 
paidup member-families in 48 States and Puerto Rico. 

Farm Bureau is a family organization, financed by membership 
dues on a voluntary basis without a checkoff. It is an independent, 
nongovernmental organization of farmers, by farmers, and for farm- 
ers. It was organized to provide a means whereby farmers can work 
together and speak with a united voice on the problems which affect 
them either as farmers or as citizens. 

We are for farmers getting the highest possible net farm income 
in sound dollars. All aspects of our broad Farm Bureau program 
are designed to be consistent with this objective. Our members have 
no illusions that their interests are adequately protected by price 
guaranties alone. They fully understand that the volume that can be 
sold and the costs that must be paid are more important in obtaining 
high per family real income than Government support prices. 

The recommendations we desire to present to you represent the 
best thought and the mature judgment of the Farm Bureau member- 
ship as developed through an intensive policy development program, 
which features individual member participation, and includes study, 
discussion, and the development of policy recommendations at local, 
county, and State meetings. The recommendations thus developed 
through discussion and debate by Farm Bureau members throughout 
the country were considered by a national resolutions committee made 
up of representatives from every State Farm Bureau. They were then 
considered further, amended, and adopted by the elected voting dele- 
gates of the member-State farm bureaus at our 36th annual meeting 
in New York City last December. 

Our general philosophy with respect to farm programs is well 
known to this committee. We do not desire to repeat it at this time, 
except as may be necessary to answer your questions. We would, 
however, like to file for the record (1) our current resolution on agri- 
cultural policies (exhibit I), and (2) a compilation of questions and 
answers covering the questions that most frequently are asked by those 
who disagree with our approach to the solution of farm price and in- 
come problems (exhibit IT). 

(Exhibits I and IT are as follows :) 


Exursit I 
AGRICULTURAL POLICIES 


{Extract from American Farm Bureau Federation Policies for 1955 adopted by 
the official voting delegates of the member State organizations at the 36th 
annual convention in New York on December 16, 1954) 


A major objective of Farm Bureau policy is to create conditions which will 
make it possible for farmers to earn and get a high per family real income. 

The problem of maintaining prosperity in agriculture is exceedingly broad 
and complex. It involves many different lines of action not only in agriculture 
but also in other fields. 
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FUNDAMENTAL NATIONAL POLICIES 


National policies affecting farm production and marketing should promote a 
realistic balance between markets and productive capacity. We now have a 
greatly expanded productive plant and reduced foreign markets. It is urgent 
that policies be adopted which will regain and expand agricultural markets to 
a point where they balance production. 

In addition the following broad lines of action are fundamental to the wel- 
fare of agriculture. 

(1) High employment, rising productivity, and a good distribution of income, 
after taxes, must be maintained throughout the economy in the interest of the 
general prosperity which is necessary for continuing farm prosperity. 

(2) Monetary and fiscal policies which will contribute to the maintenance of 
a more stable general price level must be used effectively. 

(3) Restraint of trade or the exercise of monopolistic power by any group— 
Government, industry, labor, or agriculture—must be prevented. 

(4) Policies which encourage rather than strangle foreign trade and invest- 
ment must be followed. 

(5) Policies that encourage the creation of private capital and its proper 
use throughout the world must be maintained. 


AGRICULTURAL MARKETS, PROGRAMS, AND SERVICES 


The most satisfactory solution to the current farm problem is to expand do- 
mestie and foreign markets. Any program which has the result of expanding 
agricultural output in the absence of a comparable increase in effective market 
demand is contrary to the interests of farmers. Likewise, programs which induce 
producers to continue inefficient production render a disservice to agriculture by 
contributing to the accumulation of surpluses, raising the average cost of produc- 
tion, and limiting production per man—all of which tend to limit the opportunity 
of farm people to earn a good income. 

Agricultural programs must include much more than emphasis on price sup- 
ports and production adjustments. Provisions must be made for at least the 
following: 

(1) Maintaining consistency between our foreign policy objectives and 
domestic price support programs. 

(2) An expanded program of research and education. Currently emphasis 
should be placed on projects to improve marketing, reduce costs, encourage new 
uses, and increase utilization. 

(3) Adoption of improved techniques and increased efficiency in the produc- 
tion, maketing, processing, and distribution of farm products. 

(4) Adequate farm credit at a reasonbale rate of interest. 

(5) Adequate rural electric power and communication service at a reasonable 
vost. 

(6) Assistance and encouragement for farmers to maintain and improve land 
resources. 

(7) Special assistance te help the operators of uneconomic farm units make 
necessary adjustments. 

(8) Continuing efforts to improve diets through education and promotional 
work as well as special programs such as the school lunch program. 

(9) Continuation and improvement of basic Federal and Stateservices such 
as crop and market news reports, outlook information, and certain types of grad- 
ing, inspection, and regulatory work. 

(10) The use of marketing agreements and orders where producers develop 
feasible programs. 

(11) Reasonable price protection through price support, production adjust- 
ment, and storage programs. 


SUPPORT AND ADJUSTMENT PROGRAMS 


Price support and production adjustment programs have a place in an overall 
agricultural program because we as a nation sometimes fall short of achieving 
the more general policy objectives outlined above, and because of certain condi- 
tions peculiar to agriculture which cause farm prices to fluctuate more widely 
than farm costs. 

The goal we seek is a condition that will enable farmers to achieve high per 
family net income. Government programs for agriculture should be designed 
to help farmers achieve this objective but we do not consider it the responsibility 
of the Government to guarantee profitable prices to any group. 
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Farmers have no illusions that their interests are adequately protected by price 
guaranties alone. They fully understand that the volume that can be sold and 
the costs that must be paid are more important in obtaining high per family 
real income than Government support prices. Real farm income cannot be pro- 
tected by policies which draw excessive resources into agriculture, create un- 
manageable surpluses, or cause artificial prices to be capitalized into land values. 

Price support and production adjustment programs should take into account 
not only our experiences with existing programs, but also the differences that 
exist among commodities. For example, it must be recognized : 

(1) That some commodities are reasonably storable at moderate cost, while 
others can only be stored for short periods at a high cost or after expensive 
processing. 

(2) That some commodities are produced for sale, while others are produced 
primarily for use as livestock feed on farms. 

(3) That the shifting of acreage diverted from protected crops under govern- 
ment control programs creates serious problems for the producers of these crops 
and also has serious implications for the producers of unprotected crops. This 
problem becomes more serious as the acreage involved increases, 

(4) That some commodities are little involved directly in foreign trade, 
whereas others need export markets, some are under pressures from imports, and 
still others must be imported to supplement domestic supplies. 

(5) That some commodities face more competition than others from substitutes 
and synthetic products. 

(6) That producers are more favorably disposed toward production controls 
and price supports on some conMmodities than on others. 

It must also be recognized that individual commodity programs may have far 
reaching effects on other commodities. 

Finally, it must be recognized that no price support program can be expected 
to work satisfactorily within the framework of our present economic system 
when jeopardized by huge stocks of commodities overhanging the market. With 
this in mind, we recommend a vigorously prosecuted program aimed at achieving a 
sizable reduction in present farm commodity carryovers. This should be achieved 
in a manner which will minimize disruption of domestic markets for current 
production and not risk destroying the possibility of maintaining and expanding 
needed foreign markets. 


AGRICULTURAL ACT OF 1954 


The Agricultural Act of 1954 marks a significant change in the direction of 
farm price support programs in that it recognizes the principle of using changes 
in price support levels to encourage needed production adjustments and aid in 
moving excess supplies into market channels. The fact that this recognition 
was long delayed and the gradual transitions provided for by the 1954 act mean 
that tins will be required to work out of our present difficulties. 


SET-ASIDE 


The set-aside provisions of the Agricultural Act of 1954 are a temporary 
expedient designed to cope with an unusually aggravated surplus situation. 
These stocks should be disposed of as quickly as possible in an orderly manner. 
However, in no event should this set-aside mechanism be turned into a perma- 
nently revolving stockpile that will have the effect of holding these surpluses over 
the market indefinitely. 


COMMODITY CREDIT CORPORATION 


It should be clearly recognized that the Commodity Credit Corporation is to- 
day primarily a storehouse for Government-owned commodities and a mech- 
anism for supporting the prices of agricultural commodities rather than a mar- 
keting agency. Nevertheless the stocks of Commodity Credit Corporation are 
so large that its disposal policies greatly affect the marketing of commodities 
throughout the world. 

In order to dispose of its present stocks satisfactorily, the Commodity Credit 
Corporation needs to enlist the initiative and enterprise of private traders 
throughout the world. There should be developed a comprehensive Commodity 
Credit Corporation sales policy aimed at making it clear that the liquidation 
of these stocks will be handled in an orderly manner and that private traders 
will be encouraged to participate in their disposal. 
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The Commodity Credit Corporation should conform to normal trade prac- 
tices. For example, it should accommodate buyers who wish to purchase com- 
modities on the basis of samples, Likewise it should endeavor to meet buyer 
demand for specific commodity lots rather than to insist upon the sale of com- 
modities at locations chosen primarily for administrative convenience. It should 
take, and promptly publish, periodic physical inventories of its stocks on the 
basis of age, quality, condition, and location. Such information currently is 
urgently needed for wheat and dairy products. The first objective at all times 
should be to reduce the volume of Commodity Credit Corporation stocks. 

We must guard against legislation or administrative action which would de- 
moralize markets or create unfair competition for producers either at home or 
abroad. However, the executive branch of the Federal Government should not 
stand idly by and watch foreign outlets shrink when supplies are available in 
the United States. It requires much less effort to maintain an existing market 
than to regain one that has been lost. Accordingly, whenever supplies threaten 
to become excessive, action should be taken in a timely manner to permit United 
States farm products to maintain a fair and stable competitive position in worid 
markets. This should include the use of CCC or other funds, whichever is ap- 
propriate, to encourage the movement of commodities directly into world trade 
through private channels before they become the property of the Government. 


MAINTENANCE OF QUALITY STANDARDS 


The export or domestic sale of poor quality, adulterated, or damaged products 
injures farm income by lowering demand for farm products. United States 
farm products should be known around the world for their high quality. Meas- 
ures should be taken to assure maintenance of quality standards essential to 
the merchandising of an increasing volume of quality farm products. The USDA 
must improve the standards for grading livestock, grains, and other farm com- 
modities. For example, the United States grain standards in some instances 
allow tolerances totaling 16 percent where this country’s chief competitor per- 
its a maximum tolerance of only 3 percent. Objective, commercially applicable 
milling-quality tests should be devised and incorporated into the standards for 
wheat at the earliest possible date. In the case of soybeans, grades should be 
revised to lower the permissible foreign-material content and give increased 
recognition to low moisture content. Grade standards for live hogs should be 
made consistent with the objective of encouraging the production of meat-type 
hogs. 

Price supports and production adjustment program provisions relating to such 
matters as grades, premiums, discounts, and type and quality of commodities 
should fully reflect these new and improved standards in such a way as to 
adequately reward good quality production and discourage poor quality produc- 
tion. Likewise they should facilitate the production and marketing of the 
quality and quantity of products that can be anticipated to be reasonably in 
line with domestic and foreign demands. For example, the wheat program 
should adequately differentiate between high-quality milling wheat and wheat 
which is primarily suitable for feed. 


FURTHER IMPROVEMENTS 


We fully recognize that farm programs are not static. They deal with 
dynamic factors and consequently require constant review and improvement. 

1. We reaffirm our belief in the principle of variable price supports. We also 
continue to favor provision for 90 percent of parity price support for the first 
year that marketing quotas are in effect for any commodity immediately follow- 
ing a year in which marketing quotas were not in effect on such commodity. 
Thereafter the level of price support should be determined by farmers’ success 
in bringing supplies into line with “normal” as defined in existing law. 

2. We support extension of the modernized parity formula to all commodities 
on the basis provided in existing law, but urge further studies on the problem 
of improving the parity formula. 

8. By stockpiling fertility in the soil, we will build a soil-fertility bank as a 
reserve for use in national emergencies. In contrast to a policy of accumulating 
large stock of commodities, this approach will protect producers and consumers 
without destroying the functioning of our market-price mechanism. We favor 
the provisions of the Agricultural Act of 1954 which provide that no person who 
knowingly harvests any basic agricultural commodity in excess of his farm 
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allotment shall be eligible for agricultural conservation payments. Proper au- 
thority should be provided to require that producers devote a percentage of their 
cropland to soil-building crops or practices as‘a condition of eligibility for con- 
servation payments or price support on any crops. The American Farm Bureau 
Federation board of directors is requested to develop a detailed program within 
the framework of these principles. 

4. Producers of commodities subject to marketing quotas should have an op- 
portunity to determine whether quotas are to go into effect for 1 or more years, 
whenever supplies reach levels specified in the law. The prerogative of the execu- 
tive branch to avoid giving producers an opportunity to decide whether or not 
controls should be invoked to keep supplies in line with demand should be re- 
stricted and more clearly defined. 

5. Long-range crop rotations and good farm-management practices have not 
been given due consideration in establishing allotments for individual farms 
under present and past acreage allotment and marketing quota programs, In 
fact, farmers carrying out good land-management practices have been severely 
penalized each time acreage allotments or marketing quotas have been invoked. 
We urge that State and county committees be given necessary administrative 
discretion to correct gross inequities among counties within the State and among 
farms within the county. 

6. Section 22 of the Agricultural Adjustment Act is a necessary part of the 
legislative machinery for adjustments in agriculture. We recommend that action 
be taken under section 22 and the escape clause by the President of the United 
States not more than 25 days after action is requested by the Secretary of Agri- 
culture for perishables, including products with highly seasonal markets, and 
not more than 120 days for storable commodities. 


DIVERTED ACRES 


In considering the diverted-acres problem the following facts need to be 
recognized : 

(1) Price supports tend to draw additional resources into agriculture 
and stimulate production of supported commodities. 

(2) Therefore, Government action is necessary to prevent serious over- 
production, 

(3) The primary governmental method for restricting production up to 
this time has been acreage allotments and marketing quotas. 

(4) It is unfair to use acreage and other resources diverted from price- 
supported crops to produce other commodities in such quantities as to serious- 
ly impair or destroy the markets for those commodities. 

We have previously recommended the enactment of legislation directing that 
the acreage diverted from price-supported commodities not be used in such a 
way as to seriously injure producers of other commodities. Present legislation 
does not give the Secretary of Agriculture clear direction to take needed action. 
It only gives the Secretary discretion to control production on diverted acres. 

It is now clear that the Secretary must have mandatory direction from the 
Congress if diverted acres resulting from mandatory price supports are to be 
kept from injuring producers of other crops. 

Accordingly, we urge that Congress promptly enact legislation directing the 
Secretary of Agriculture to prepare, on an appropriate geographical basis, lists 
of crops which may not be produced for direct or indirect sale, or may be so 
produced to a limited extent on acres diverted from any crop receiving price 
support, when conditions are such that limitations on the use of diverted acres 
are necessary to prevent the production of excessive supplies. 

Price supports should not be made available on storable nonbasic crops at 
such levels as will encourage excessive shifts of diverted acres to the production 
of such crops. 

. FEED GRAIN 


We favor a 1-year extension of the Commodity Credit Corporation’s existing 
authority to sell feed grains at prices 10 percent above the current support price 
for the commodity at the point of storage. 


FEED WHEAT 


We recommend that the American Farm Bureau Federation board of directors 
give consideration to the possibility of legislation to permit farmers to grow 
wheat for feed without penalty or restriction so long as all wheat produced on 
the farm is fed thereon. 
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PERISHABLE COMMODITIES 


It is recognized that price-support programs cannot be applied to perishable 
commodities as successfully as to storable products. We favor assistance to 
perishable agricultural commodities through indirect action such as surplus 
removal programs with section 32 funds, disposition through school lunch and 
milk programs, abundant food promotion, and other similar activities, together 
with the use of marketing agreements and orders when requested by producers. 
In this connection we urge that the American Farm Bureau Federation board 
of directors give continued study to market-expansion programs. 


CROP INSURANCE 


We strongly recommend that the crop-insurance program be placed on a 
sound actuarial basis and that premiums include reasonable charges for ad- 
ministrative expenses. We will continue to oppose any expansion of the crop- 
insurance program until this is done. 

Since the program is on an experimental basis, it should be discontinued or 
modified in those areas where repeated experience shows that the program is 
not now on a sound actuarial basis. 

We further urge a careful study of the desirability of converting Federal crop 
insurance to a reinsurance program for privately operated crop-insurance 
programs. 

CROP AND LIVESTOCK ESTIMATES 


Crop and livestock estimates are a valuable service and an important influence 
on farm commodity markets. We urge continued and diligent efforts by the 
Department of Agriculture and individual farmers who are asked for current 
crop information to make these estimates as accurately as possible. 


SUGAR PROGRAM 


We have supported the Sugar Act as a means of dealing with the problems 
peculiar to this industry. We urge that this act be made permanent with 
amendments, (1) providing a growth formula for prevailing domestic area 
sugar quotas, (2) granting emergency increases in present domestic area quotas 
to relieve the existing surplus situation, and (3) specifically reserving the right 
of the Congress to enact further amendments. 


Exursirt II 


AGRICULTURAL AcT oF 1954 


Farm Bureau supported the major principles of the Agricultural Act of 1949 
and most of the amendments thereto incorporated in the Agricultural Act of 1954. 

The 1954 act reaffirms the principle that price supports should be variable so 
that price can perform its normal function in a competitive enterprise economy, 
that is, to facilitate the adjustment of production, consumption, and exports so 
as to create a better balance between supply and demand and avoid the creation 
of surplus stocks with their disastrous effect on farm incomes. 

The Agricultural Act of 1954 provides that so long as producers are able to keep 
supplies reasonably in line with demand, price support will be provided at 90 
percent of parity. But if stocks of the “basic” commodities (other than tobacco) 
become burdensome the level of the price support will be— 

Not less than 82.5 percent of parity in 1955. 
Not less than 75 percent of parity thereafter. 

The 1954 act continues provision for the use of marketing quotas by producers 
of cotton, tobacco, peanuts, rice, and wheat as a means of keeping supply in line 
with demand. The use of marketing quotas for corn is terminated. In the case 
of corn, acreage allotments and variable price will be used as the means to bal- 
ance supply and demand. 

For all other commodities, if price support is provided, it is provided on a 
variable basis. 

The full application of these provisions is materially modified by the set-aside 
provisions of the 1954 act. Commodities included in the set-aside are not counted 
in determining the level of price support. This provision was intended to cushion 
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the drastic adjustments that would otherwise have resulted from the existence 
of excessive stocks of some commodities. 

The 1954 act also includes provision that the modernized method of computing 
parity prices for basic commodities shall gradually become effective. This mod- 
ernized method was originally adopted in 1948 after comprehensive studies of a 
better way to measure farm price relationships, but its application has been 
deferred in the case of basic commodities. 

High price supports, fixed by Government without regard to supply and demand, 
result in lower farm incomes because——— 

1. When Government guarantees an attractive price this inevitably results 
in— 

More production 
Farmers who might go out of production of a particular crop stay in; 
New farmers who otherwise might not have gone into the production 
of a particular crop are encouraged to do so; 
Financing of production is facilitated. 
Less consumption 
Demand is variable. The amount consumers will use increases as 
the price goes down and declines as the price goes up. This is a 
very important factor for some commodities, less important for others. 
Less exports 
It is difficult or impossible to maintain exports when the United 
States price of a commodity is held above the world price. 
United States price guaranties encourage production in other coun- 
tries. 

2. Put together the above factors—increased production and reduced mar- 
keting—inevitably result in surpluses. 

8. These surpluses move into Government hands. But there is no way to 
prevent the market from knowing that such stocks exist or that they might 
be released to domestie or foreign markets. Market prices invariably are 
adversely affected. With surplus stocks in the picture, prices generally slog 
along somewhere near, and often below, the support level. The support price 
is the best price that farmers can get under such circumstances. 

4. The surpluses thus acquired compel production-control programs. The 
net result is that farmers lose an opportunity to produce and to sell the volume 
that otherwise might be produced and sold. 

5. Acreage diverted from crops under marketing quotas goes into the pro- 
duction of other commodities and adversely affects the prices of such other 
commodities. 

Net income is gross income minus expenses. When markets are lost by price- 
fixing and production-control programs become necessary— 

Gross income declines ; 
Expenses per unit of production tend to increase. 

We get maximum efficiency and freedom in agriculture when each farmer, 
with consideration of existing market prospects, plants the acreage of each 
crop that he has determined will best fit his farming setup. 

Production controls are necessary when surpluses develop as a result of 
price fixing by Government—but we should not lose sight of the fact that, 
when Government allocates the right to produce, efficiency of farm production 
goes down and average cost of production goes up. 

Why? 

Many farmers continue to plant a controlled crop because they do not want 
to lose “history” whereas if it were not for the Government program, they 
would shift to some other crop as a matter of good farm management. 

Allotments rarely fit existing field layouts. The result is that cooperators 
cannot make the most efficient use of their fields. 

Many farm costs are fixed and do not go down with reduction of acreage. 

Reduction of acreage of a particular commodity on many farms means that 
the farmer cannot make efficient or full-time use of his time or family labor. 

Allotment programs tend to distribute the right to produce to larger and 
larger numbers of farmers, each with a smaller and smaller share of the 
total right to produce, This is not the road to efficiency in agriculture—but the 
reverse. 

Furthermore, the net income of farmers from other commodities is reduced 
as diverted acres go into production of such commodities. 


“IT don’t understand how Farm Bureau can be for a variable price- 
support program which will at times mean lower prices to farmers.” 
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Price fixing in the short run can result in higher prices. But in the long run 
the consequences of fixing farm prices without regard to supply-and-demand 
conditions lowers farm incomes. 

There is no substitute for a market that wants farm commodities and has the 
ability to buy them. 

Changes in relative price help guide farm production and consumption and 
bring about a better balance between supply-and-demand conditions. 

A reduction in the level of price support when supplies are large— 

Tends to reduce production of the commodity ; 

Tends to move existing supplies into use and export ; 

And thus clears the market for a more favorable price situation in the 
following years. 

Most of the farm products in serious trouble today are those we have endea- 
vored to support on a rigid 90-percent basis without regard to changing supply- 
and-demand relationships. 

It is not accidental that all the big surpluses held by CCC are commodities for 
which 90-percent price supports were provided without regard to supply factors. 


“But, we are told, farmers don’t reduce production when prices go 
down. In fact, they tend to increase production to maintain income at 
the reduced price. This would seem to destroy the validity of the theory 
that a variable-price-support program will restore the balance between 
supply and demand. How about this?” 


This is the same as saying that competitive enterprise won’t work in agricul- 
ture. The basic element of the operation of our private competitive-enterprise 
system is that price is the balance wheel that— 

Adjusts production to what consumers want, as reflected through the 
market ; 

Adjusts consumption and exports so as to use up what is produced; 

Guides the flow of investment to produce the things needed by the economy. 

We need reach no such gloomy conclusion. The facts (some examples are 
given in the following pages) demonstrate that— 

Farm production of individual commodities is responsive to changes in 
price—particularly changes in relative prices ; 

Consumption and exports are responsive to changes in price ; 

Farmers can live and prosper in an economy in which price is relatively 
free to accomplish its traditional purpose in a private, competitive-enter- 
prise society. 

Those who maintain the contrary view must go back to depression years to 
find any figures that support or tend to support their theory. But we are not 
living in a depression and are determined to avoid such a catastrophe. During 
a major depression there are no alternative outlets for labor resources. Today 
there are many alternative outlets. 


“The argument that price fixing means lower farm incomes sounds 
theoretical—does it really work out in practice?” 


One of the most interesting examples of this to develop in recent years is the 
recent history of hog production, consumption and prices. Let’s take a look 
at what happened. 

In the spring of 1952 hog prices were 76 percent of parity. Speeches were 
made in both the House and Senate urging 90 percent price supports for hogs. 

Had such supports been provided, farmers would have raised more pigs than 
they did, consumers would have eaten less pork than they did, and the surplus 
thus created would have moved into cold-storage warehouses all over the United 
States. We would have a heavy investment in pork products, which we would 
not know what to do with. The surplus of pork products would have kept the 
price at, or a little below, 90 percent of parity. The demand for the continuation 
of 90-percent price supports to prevent catastrophe would today resound across 
the land. We would have created more problems than would have been solved. 
In fact, we would not really have solved any problem. 

But price supports were not provided—and what happened? Consumers, 
attracted by lower prices for pork products, increased per capita consumption 
from 55 to 76 pounds. They ate up the surplus. Producers cut production of 
pigs by 10 percent. 

Then the price went up and stayed within a range of 105-120 percent of parity 
for nearly 2 years. Today, despite a little current weakness in hog prices, we 
do not have a hog problem. There will be other weak hog price situations in the 
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future—but if we can avoid Government intervention, producers will make the 
adjustments necessary to bring about better prices. 

Hog producers should thank their lucky stars that Government “did not come 
to their rescue” with a hog price-support program in 1952. If it had there is no 
telling what kind of drastic controls might have been instituted or how severely 
income from the sale of hogs might have been reduced. 


“Oh yes—I understand your hog example all right—but we've got to 
remember that hog prices are supported by the corn price-support 
program.” 


The extent to which hog prices are supported by the corn program is debatable. 
The corn support price isn’t always effective, and at times the market price 
of corn has gone down far below the support level. Furthermore, on occasion the 
price of hogs has declined sharply even though the price of corn was supported. 

But even if it is partially true that the corn price support program helps to 
support the price of hogs this is irrelevant to the major points that can be made 
with respect to what happens in the hog industry in 1952-54. These are— 

Hog production is responsive to changes in price; 

Consumption of hog products is responsive to changes in price ; 

When surpluses have been consumed prices are free to rise to profitable 
levels ; 

Price-support programs at high fixed levels, although providing short-term 
benefits, do not work out to the long-run advantage of the farmer. 


“Well, one swallow doesn’t make a summer, and one example 
doesn’t prove the case.” 


No, of course not. But there are many other examples that might be cited. 
All of these examples are consistent with the basic premise we are presenting, 
that price can be used as a major factor in guiding production and consumption, 
and to balance supply and demand, and that when we interfere with the opera- 
tion of this balance wheel, we create other problems and often insolvable prob- 
lems. 

Well, let’s take another example, potatoes. Potatoes were provided price 
support during the war and after the war. In 1950, because of the heavy costs 
and wastes associated with the program, Congress terminated the price-support 
program. Many people thought this would be disastrous—that the outlook 
for potatoes was gloomy. But what happened? Let’s compare the last 3 years 
during which price support was provided for potatoes with the following 3 years 
in which price support was not provided potatoes. Here’s what we find. 

During the 3 marketing years for potatoes of 1948 to 1950, inclusive, the aver- 
age price received by producers was $1.26 per bushel. 

During the three marketing years 1951 to 1953, inclusive, the average price 
received by producers was $1.46 per bushel. 

Why? Because price support at a high fixed level encourages overproduc- 
tion, and keeps the market price right around the price-support level. 

The elimination of price supports for potatoes did not result in the disaster 
some folks feared—but on the contrary has improved prices and incomes of 
potato producers, and eliminated their dependence upon political management 
of price and marketing. 


“Yes, but these examples you have used are both perishable crops, 
for which most people would agree that direct price support is imprac- 
tical. But for storable commodities, such as our so-called basic com- 
modities, fixed price supports may be safely provided without harmful 
consequences.” 


Price fixing at levels which will not clear the market is just as harmful to the 
incomes of producers of storable commodities as it is to producers of perishable 
commodities. 

Let’s use rice to illustrate this. 

We have had a tremendous expansion of rice production in this country and 
now produce nearly three times as much as before World War II. Up until 
the 1953 marketing season expanded demand in world markets (gifts as well 
as sales) took all the rice we could produce at prices in excess of 90 percent of 
parity. 

But in 1954 world prices declined. Currently it is difficult to export United 
States rice. The price-support program on rice is pricing us out of some of 
our markets for rice. 
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The result is that rice has moved in unprecedented amounts into CCC loan, 
and in 1955 rice-marketing quotas will severly restrict the opportunity of 
farmers to produce and market the rice that they could have produced and mar- 
keted profitably if the price-support program had not prevented them from do- 
jing so. 
ae at the rice situation any way you want to—it is impossible to avoid the 
conclusion that price fixing at 90 percent of parity at a time when this price 
would not clear the market is going to seriously impair farm income from 
rice. In addition, the acreage that might have produced rice for the market 
that has been lost will move into the production of other commodities and 
adversely affect the price of such commodities. 

Price fixing above the level required to clear the market results in the loss of 
markets, the creation of surpluses, and a decline in farm income. 

The Commodity Credit Corporation is not a market. It’s a storehouse. 


“Well, this sounds all right but you haven’t convinced me. I’m just 
as sure as I can be that if the price-support level on wheat is reduced, 
farm income from wheat is going to be lower next year in spite of all 
the arguments you have made.” 


Well, wheat is as good an example as any to illustrate what we mean by 
stating that the short-run effect of price fixing at a level that will not clear the 
market may help farm incomes temporarily, but that the long-run consequences 
to farm incomes are disastrous. 

During recent years the wheat program has— 

1. Encouraged the production of wheat in other countries. 

2. Encouraged increased wheat production in this country in areas where 
wheat production is an inefficient use of land. 

8. Encouraged the production of kinds of wheat that are inferior from 
the standpoint of milling quality, but are eligible for CCC loans. 

4. Priced wheat out of some domestic markets, such as feed, which once 
used a substantial percentage of the crop. 

5. Priced us out of the foreign market. We are currently unable to export 
wheat without heavy subsidy or giveaway financing. 

6. Resulted in the creation of unmanageable stocks of wheat. The total 
supply of United States wheat for the 1954-55 marketing season is 1,865 
million bushels, about 3 times our annual domestic consumption. 

7. Compelled the use of strict production controls which could have been 
minimized and perhaps avoided, if we had permitted a variable price system 
to clear the market, and if we had not followed a price policy which denied 
us markets, 

8. Diverted acreage to production of other crops and reduced farm prices 
for such other crops. 

In other words, the wheat program did not solve the problem, it merely deferred 
it—made it worse. The wheat situation has become more critical with each 
recent year. 

Under these circumstances you are quite correct in concluding that a reduction 
in support price would lower wheat incomes in 1955. You can’t clear up a 
situation which has taken several years to develop in 1 year. A decline in farm 
income from wheat would be more a result of price depressing surpluses created 
by price fixing and loss of markets in previous years than a result of lower 
support prices. 

There is no easy and painless way out of the situation that has been created 
by price fixing for wheat in recent years. But we should work in the direction 
of correcting the basic factors that have created the mess we’re in. 


“Well, those examples sound pretty good but I wonder if a few 
examples really prove that farmers generally will earn more money 
with a variable-price system than with a fixed-price system.” 


Well, of course, this is not like a problem in arithmetic or chemistry. It is 
difficult to “prove” anything in the field of economics. All we can do is apply 
logic and economic principle to the situation. Then if some factual situations 
show up that are wholly consistent with this logic and if we can’t find any factual 
Situations which are inconsistent with the logic, we’ve gone about as far in 
“proving” a case as we are ever able to do with complex economic problems 


involving sO many variables, intangibles, and special situations as the farm 
price problem. 
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It is interesting to note, however, that in every year except one since 1940, 
the average prices received by producers of nonbasic commodities have been 
higher than the average prices received by producers of basic commodities. (See 
the chart on the next page. ) 

Farmers producing nonbasic commodities on the average seem to be doing just 
as well and even a little better than producers of basic commodities. 

All the tremendous efforts, the special legislation, and the programs of the 
Department of Agriculture to increase prices of basic commodities, seem to have 
been unsuccessful in raising prices of these commodities above those of nonbasic 
commodities. 

All these special efforts for basic commodities seem to have done one thing, 
and that is to create tremendous surpluses of some of these commodities which 
cremendously complicate the price and marketing situation as we enter 1955. The 
outlook for commodities for which 90 percent price supports have been provided 
without regard to the supply-demand situation, is generally more serious and 
more complicated than the outlook for other commodities. 


FARMERS’ PRICES 


Comparison of Prices for Price-Supported ‘‘Basic’’ Commodities 
With Those of Nonsupported Group 


% OF 1910-14 


Not price supported 


(FRUITS, TRUCK CROPS, 
OTHER VEGETABLES, MEAT 
ANIMALS, POULTRY, EGGS) 


NY Price supported 


("BASIC* COMMODITIES-FOOD GRAINS, = saw.-F es. 
FEED GRAINS, COTTON, TOBACCO) DATA 


1935 1940 1945 1950 1955 


DAIRY PRODUCTS, O1L CROPS, AND WOOL NOT INCLUDED IN ABOVE CATEGORIES OWING TO VARIATIONS 
OF SUPPORT ACTIVITIES FOR THESE PRODUCTS 


U. S. DEPARTMENT OF AGRICUL TURE NEG. 82-54(3) AGRICULTURAL MARKETING SERVICE 


“But a variable price support program provides high supports when 
we need them least and lowers the support level when we need help most. 
This doesn’t seem fair or in the interest of farmers.” 


What is the “need” of farmers when there is a big supply of a commodity? 

The short-run need is to maintain price. 

But the long-run need is to clear the market, to bring about a better balance 
between supply and demand, to dispose of surpluses, so that the marketing 
situation in succeeding years will be more favorable. 

Farmers farm in the short run, but they farm in the long run, too, and for 
more years. The short-run expedient that does not cure the problem, but only 
makes it worse, is not in the interest of maximum farm income. 

Often a store, or a factory, will find itself overloaded with merchandise. In 
such circumstances it often will find it in its best interest to have a sale, or make 
price concessions to move the stock. 

So farmers, too, in a situation where stocks are heavy, will find it in their 
own best long-run interest to dispose of the stocks, to get rid of the surpluses 
that are clogging up the channels of trade. 
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There is nothing that is so harmful to farm prices as an unnecessarily large 
carryover that interferes with the marketing of current production. This 
avoidance of surpluses is a major prerequisite to a satisfactory price and market- 
ing situation in agriculture. 


“Yes—but a.lot of other industries get subsidies too—why shouldn’t 
agriculture get its share?’ 


This isn’t an argument for price supports at 90 percent of parity. All it is, is 
a defense against those who argue that there should be no subsidies or price 
supports at all. 

Let’s take a look at these other subsidies. They fall into four major classifica- 
tions—highways, post office, air, and maritime. 

We spend currently about $700 million a year of Federal funds for highway 
construction. Isthisa subsidy? It is for the benefit of everyone. 

We have an annual post-office deficit of about $600 million. But this is a 
subsidy to everyone that uses the mails. Some companies such as magazine 
companies and mail-order companies appear to get a special benefit, but there is 
a question as to who really receives the benefit, the shipper or the receiver. In 
any event it would be difficult to justify the continuation of this particular sub- 
sidy, if that is what it should be called, and it is in the interest of economy in 
Government that it be eliminated at an early date. 

The airline subsidy has served its purpose and should be terminated. (This 
would, however, probably mean the suspension of air service to some of our 
smaller cities.) 

With the many years of subsidy of the merchant marine, we still have a high- 
cost industry which apparently cannot survive without subsidy. 

But irrespective of the above arguments, the argument that because some indus- 
tries get subsidies, agriculture is entitled to them, is irrelevant. 

We should resort to reasonable subsidies in agriculture if this is necessary to 
maintain the health and vigor of the agricultural segment of our economy. We 
should avoid the kind of subsidies which do not contribute to real improvement in 
farm life and farm income and which complicate rather than solve our problems. 


“Yes—but we’ve got to maintain agricultural income to avoid depres- 
sion. Depressions are ‘farm led and farm fed’.” 


There is no question but that farm incomes have an effect upon the total level 
of business activity and that a sudden decline in farm income could be the spark 
to set off a depression—if the economy were in an unstable condition. Agricul- 
ture is not the only segment of the economy with respect to which this is true 
but it is an important factor in the overall picture. 

There is no argument with respect to the desirability of maintaining agri- 
cultural prosperity or the importance of this to general prosperity. 

The question is, How can agricultural prosperity best be maintained? 

To assume that price fixing in agriculture can best contribute to agricultural 
prosperity (and therefore to general prosperity) is an unfounded and erroneous 
conclusion. 

In fact, the weakest factor in the agricultural outlook today (and therefore 
in the general outlook) is the surplus situations created in previous years as a 
result of price fixing that prevented normal adjustments of productio.. and which 
prevented the movement of commodities into use and export markets. 

Agriculture will be most prosperous with a price system (not necessarily a 
completely free market price) which clears the markets in an orderly manner 
and which prevents the accumulation in Government hands of stocks that hang 
over the market and depress the price in following years. aa 

Farm incomes would be substantially higher in 1955 if rigid price supports in 
the years 1949-54 had not— 


Stimulated unneeded production of some commodities ; 

Encouraged expansion of production in other countries; 

Lost markets for United States farmers ; 

Created surpluses which depress prices and necessitate production controls. 


“Well, industry sets its own price and then adjusts production to 
the amount that can be marketed at this price. If industry does this 
why shouldn’t agriculture?’ 
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Many different practices are followed in industry with respect to the manner 
in which price is determined. But industry cannot avoid the effect of compe- 
tition or the necessity of following pricing practices which take such competi- 
tion into account. 

The prices of many nonagricultural commodities, for example—il, coal, copper, 
lumber—fluctuate just as do agricultural prices. 

When supplies of any product are plentiful we can all get a better value in the 
form of trade-ins, other allowances, or in price than when supplies are tight. 

The manner in which industry prices are set does not assure that everybody 
in industry makes money and no one ever goes bankrupt. In fact, quite the 
reverse is true. Every year there are many concerns that make no money, 
Every year many concerns go bankrupt. Many of the mergers that have been 
so frequent in recent years were accomplished because the concerns involved 
were losing money and they hoped by this process to get out of the red. 

But irrespective of the above considerations, the pricing procedures that 
may be followed in industry are not necessarily suitable or desirable for agri- 
cultural use. The point we should be interested in is, What are the pricing 
procedures that make most money for farmers? 

Price fixing in agriculture is not in the long-run interest of farmers. Price 
fixing means less income, not more. 


“Well, I heard a speaker say the price-support program has only cost 
an average of $21 million a year since it started in 1938. This seems to 
be a modest amount to pay for maintaining farm prices.” 


An annual cost of many times this amount would be fully justified if it 
resulted in a healthy farm economy. The cost of the program is an important 
consideration all right, but it is only one of the considerations and some fairly 
heavy expenditures would be warranted if they helped materially to solve 
the problem. 

However, just to keep the facts straight let’s be sure we understand them. 

First: The cost of the farm program is entirely irrelevant to the question 
of whether Government price fixing is in the interest of farmers. 

Second: From 1933 to 1941 prices were supported at 52 to 75 percent of 
parity so naturally the costs in these years were less than if prices had been 
supported at a higher level. From 1942 to 1948 most of the price-support pro- 
grams did not cost anything because market prices were above the support 
level due to war demand. During the last few years, the costs of the program 
have increased and currently are running at the rate of $300 to $500 million 
per year, even though there has been very little liquidation of stocks. As current 
CCC stocks, valued in excess of $7 billion, are liquidated, heavy losses are 
inevitable. 

Third: Actual costs of the major price-support operations of the Department 
of Agriculture during the period July 1, 1932, to June 30, 1954, are as follows: 

Million 
CCC losses on price-support programs_____----__ Sil tiene ts a os ed Be $1, 530 
OE - QT RSINO CONE is es hike sdb nnn nda ti lieanied 2 
Sec. 32 (surplus) programs 1, 745 
Commodity payments under ACP program 2, 355 
International Wheat Agreement 617 
Peete: OR chink Gib nie hb ith, Ae a He a btin tte 1, 017 
Adjustment payments, 1935-37 571 


These figures do not include the school-lunch program, the Sugar Act pro- 
gram, the conservation programs, the crop-insurance program, the World War 
II subsidy payments (which were really consumer subsidies), any interest on 
money invested in CCC inventories or the losses of the Federal Farm Board. 
Nor do they include any portion of the appropriations for foreign assistance 
programs which were used to dispose of CCC stocks on which losses otherwise 
would have been sustained. 


“Tt doesn’t seem to me that we should talk about surpluses. After 
all, there are many people with inadequate diets. The problem looks to 
me like a problem of distribution. If all the people in the United States 
had adequate diets there wouldn’t be any surpluses.” 


If all the people in the United States ate everything they should have for an 
optimum diet, there would be a shortage of farm products. But it doesn’t follow 
from this that we should increase production first. 
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It’s also true that a lot of people need better shoes, bathtubs, sinks, refriger- 
ators, medicines, and a lot of other things. But it would not make sense to pro- 
duce surpluses of these things and put them in warehouses just because there 
are people that need them. 

If we are to avoid depressed prices for farmers, consumption must move up 
first or concurrently. Production will follow along to take care of effective 
demand. 

Furthermore, before we go too far in criticizing our distribution system we 
should recognize that— 

We in the United States have devised the most efficient distribution system 
of any nation in the world. The elements of its efficiency are private owner- 
ship and private operation in a competitive economy. 

Those who complain about our distributive system generally want the 
Government to intervene at some point to improve it. 

Without suggesting that every intervention is harmful, we want to be sure 
that any proposal that is adopted will improve rather than interfere with 
the effective operation of our present system, which, with its faults, is the 
most efficient and most economic yet devised. 

All nutrition studies disclose that faulty nutrition is primarily due to ignorance 
and established food habits. We can’t “force feed” people. Our objective must 
continue to be education in nutritional standards. 


“Well, it seems to me that in this uncertain world that we need to 
have food reserves for emergencies and that we shouldn’t call these 
surpluses.” 


Within reason, yes. But it doesn’t make any difference what we call them, 
reserves, assets, surpluses—whatever terms we apply to them—and whatever 
value they may provide to consumers—let’s not lose sight of the fact that sur- 
pluses are harmful to farm incomes. Surpluses are invariably associated with 
low prices. It is a prerequisite to prosperous agriculture that we avoid depress- 
ing surpluses. 

Furthermore, American consumers have never been unable to purchase their 
requirements of farm products. Some products have been in short supply at 
times to be sure, but total food supplies have always been plentiful. 

The best protection to the consumer for the future is a healthy and efficient 
production plant in agriculture. 

In the event of an extreme emergency such as atomic warfare which would 
disrupt transportation and distribution facilities, the problem of supplying 
the consumer is not going to be significantly facilitated by warehouses full of 
cotton, tobacco, corn, wheat, or other commodities. A reasonable amount of 
such reserves may be helpful but such reserves are supplied by our normal dis- 
tribution process. 

Let’s not let any hypothetical future possibility lead us into supporting a policy 
of food stockpiling which would destroy our marketing procedures and require 
Government price fixing across the board. 


“What long-range consequences arise from price-support programs?’ 


Well, of course, this depends on the kind of price-support programs. A pro- 
gram that is properly administered so as to encourage orderly marketing and 
avoid unnecessary fluctuations in price during the marketing year, will be 
helpful to farm incomes. 

One of the principal dangers of price-support programs is that they may 
be so set up and administered as to lose markets, which once lost cannot be 
regained, or that they will stimulate unneeded production in other countries 
or areas, which once developed will continue in production. 

For example, how many families stopped using butter, not temporarily but 
permanently, as a result of the 90-percent butter price supports? 

During the 5 year period 1945-49 world production of cotton averaged 25.7 
million bales of which the United States produced 12.1 or 47 percent. Preliminary 
estimates indicate 1954 world production of cotton was 35.9 million bales 
of which the United States produced 13.6 million bales, or 38 percent. 

Was it really good for the cotton farmer, was it really in his long-run best 
interest, to hold an umbrella over the world cotton situation, to encourage pro- 
duction in other countries, to turn part of his world markets over to producers 
in other countries? Maybe some of this would have happened anyway, but our 
price policy certainly has been a major factor in helping it to happen. 
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Once production has been brought to a new level in another country, it is not 
likely to be reduced significantly. ; 

How much additional foreign production will be encouraged by continua- 
tion of 90-percent price supports on cotton during the years ahead? How much 
more of our export markets will be lost? How much will we have to reduce 
cotton acreage in this country because of this loss of markets? 


“How about this diverted acres question you’ve mentioned several 
times?” 


To a lot of people the diverted acres question is the number one problem 
so far as the farm program is concerned. The reason for their concern will 
be obvious from the following figures: 

Acreage of barley in 1954 increased 4,408,000 acres. 
Acreage of oats in 1954 increased 2,932,000 acres. 
Acreage of grain sorghums increased 4,614,000 acres. 
Acreage of flax increased 1,207,000 acres. 

Acreage of soybeans increased 2,358,00 acres. 

These increases in production were made in a year in which drought cut pro- 
duction in many areas. 

Is it any wonder that producers of these and other commodities are con- 
cerned with respect to the effect that acreage diverted from the production 
of cotton and wheat will have on their prices and marketing situations? 

When price fixing by Government results in the loss of export markets the 
adverse effect of such loss is not confined to the commodities directly involved, 
but is transferred to other commodities as well. 

Any possible net benefit to farm income from cotton and wheat resulting from 
price fixing by Government, and it is very doubtful that there is any long-run 
benefit, is therefore offset by the adverse effect upon farm income from other 
commodities. 

The net effect of farm price fixing at levels which result in the loss of markets 
is therefore, for agriculture as a whole, clearly adverse. 

One of the bad consequences of price fixing is a tendency to consider one 
commodity at a time and to create a schism between farmers producing dif- 
ferent commodities. However, most land is suitable for various purposes and 
agriculture is so interrelated that there is no real basis for this schism. What 
is bad for agriculture as a whole inevitably will be refiected to every farmer no 
matter what the crops he produces may be. 


“One thing that worries me is that the farm problem seems to have 
become so involved in politics. What can be done about this?” 


If we once accept the principle that farm prosperity can be legislated, then 
the farm problem is going to be up to its neck in politics. 

Unfortunately, when we turn over the management of farm prices, production, 
and marketing to political determination it is inevitable that decisions will be 
made which will be motivated primarily by political consideratons rather than 
careful appraisal of what is really in the best long-run interest of farmers. 

For example, it is clear that at times political decisions have been made not 
to use marketing quotas when the supply and demand situation clearly indicated 
that they should have been invoked. 

Although the folks that are for price fixing in agriculture concede that this 
will necessitate rigid controls on production, there have been numerous occasions 
when political considerations have caused the relaxation of controls, usually in 
the form of increased national allotments, at a time when rigid controls were 
imperatively necessary to keep supplies from becoming excessive. 

Government allocation of the right to produce inevitably involves conflicts as 
to the division of allotments among the States, the principles to be followed in 
dividing allotments among farmers in the county, the scope of Government inter- 
ference with normal marketing procedures, and many other issues of major 
importance. These decisions are inevitably made on the basis of political factors, 
horse trading, and personal influence. The old principle that Government should 
be by law rather than by men is reversed. 

Inevitably legislation relating to farm price-support programs places a tremen- 
dous amount of discretionary authority in the hands of one man, the Secretary 
of Agriculture. It would be a superman, indeed, who could disregard all the 
political and other pressures that constantly beat against a person having such 
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power and authority and make the right and intelligent decisions on the hundreds 
of problems that arise in the administration of such vast authority. 


“What then is the purpose of price supports? Are you arguing that 
we shouldn’t have them at all?” 


Not at all. Farm price-support programs can help farmers market their 
products in an orderly manner and avoid price fluctuations not justified by the 
demand-supply situation. 

But unless used cautiously, price-support programs may create more problems 
than they solve; may, in fact, become part of the problem. 

In the short run the farmer may benefit by a program which involves price 
fixing above the level which may be required to clear the market. 

But price fixing at levels above those required to clear the market, that is, 
price fixing without consideration of the demand-supply situation, results inevi- 
tably in creating situations that hurt the long-run ability and opportunity of 
farmers to earn incomes. ; 

Before we assume that any rigid price-support program is good in the long 
run we need to ask ourselves these questions— 

Will this program encourage farmers in other countries to produce more than 
they otherwise would? 

Will this program price us out of foreign markets? Will it turn our markets 
over to other producing countries? 

Will this program encourage competition from new areas and new producers 
in this country? Will it result in more production than is needed? 

Will this program reduce consumption in this country below what it might 
otherwise be? Will it encourage the use of substitutes? 

Will this program create price depressing surpluses? 

How are we going to dispose of the surpluses thus created so as to avoid their 
depressing effect upon the marketing situation in the years ahead? 


“What are, then, the requirements for farm prosperity?’ 


To list all the things that have an effect upon farm prosperity and the incomes 
of farmers would take many pages. But certainly the following would have 
to be included right at the top of the list— 

High employment and economic activity and well-distributed income in the 
nonagricultural sector. 

Efficiency in production and distribution of farm products. 

A relatively stable general price level. A dollar of dependable purchasing 
power. 

Foreign-trade policies that provide access to world markets for farmers. 

A pricing system that moves farm products into consumption and exports 
rather than into storage. 

Opportunities outside of agriculture for the employment of those who volun- 
tarily wish to leave agriculture to seek such employment. 


“How about this last point you made, that opportunities should be open 
outside of agriculture for the employment of those who voluntarily wish 
to leave agriculture. Does this mean that we should have fewer 
farmers?” 


We need to recognize that we are going through a revolution in agriculture. 
Since 1940 the average production per man in agriculture has increased 75 per- 
cent. Any farmer who has not increased production per man on his farm by at 
least 75 percent since 1940 is falling behind. There has been nothing like this 
in all history. Its an explosive sort of thing. There is every reason to believe 
that this extraordinary increase in per man production will continue. 

Since 1940 the United States farm population has been reduced from 30 million 
to 21 million, despite the fact that total population has increased from 132 mil- 
lion to 162 million in the same period. 

This happened during a period in which farm prices were on the whole good. 
Most of the 9 million people who left the farm population in the past 14 years 
left voluntarily because they saw better opportunities outside agriculture. And 
most of them are far better off today than if they had not changed. 

Despite some tragedy involved in this adjustment, the situation would be far 
more tragic, not only for the 9 million who left but for the 21 million who re- 
mained, if the 9 million had not left agriculture. In the long run it is foolish 
economics to try to keep in an industry more people than are needed to produce 
the Nation’s requirements. 
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As agriculture continues to increase its efficiency in the future, it is imperative 
that there be the maximum opportunity outside agriculture for those who, be- 
cause of technological developments, are no longer needed in agriculture. If the 
way is not kept open for them to make this adjustment the prospect for agricul- 
ture cannot be bright. 

It is this constant increase in efficiency that has made the United States the 
tremendous force in world affairs that it has become. As people are no longer 
needed in agriculture they can be released for building homes and automobiles, 
highways and schools, to improve our standards of living and opportunity for 
personal development, and for our national defense program, This is the road 
to progress. 

If the purpose is— 

to get a commodity in trouble 

to reduce consumption and exports 

to stimulate production that the market won’t take 

to create surpluses in Government hands 

to make producers of the commodity dependent upon Government 

to transfer to Government the responsibility for making the major deci- 
sions affecting price, production, and marketing, to reduce farm income from 
such commodity— 

There is an easy way to accomplish these purposes. 

All that is necessary is for the Government to announce that it will support 
the price of the commodity at a level which will stimulate production and that 
this price support will be held firm without regard to supply and demand 
conditions. 

In the short run this will appear to be in the interest of farmers producing such 
commodity. But in a relatively short period, under most circumstances within 
3 or 4 years, the purposes listed above will have been accomplished. The com- 
modity will be in trouble. 

Price fixing by Government inevitably means— 

Loss of markets; 
Government allocation of the right to produce; 
Lower farm incomes. 

How many times have you heard this speech? 

“It’s good to meet with all you real dirt farmers. I think I know what your 
problems are because I’ve got a little farm myself down in Smith County and 
I know what you're up against in trying to make both ends meet. 

“If the average city fellow had to work as hard as farmers for as little return 
as we get, he’d have a better understanding of how important our farm program 
is to farmers. 

“Agriculture is the basic industry of our society. Other folks would sure 
appreciate this in a hurry if farmers went on strike for a few weeks. What a 
paradox it is that the folks engaged in this basic industry, the folks that feed all 
the people in this country, have incomes only half the incomes of city people. 

“But when we insist on farm programs to keep farmers prosperous, we’re not 
talking only in the interest of farmers. Depressions are farm led and farm fed 
and unless we in agriculture are prosperous the rest of the country can’t be pros- 
perous either. Did you know that total national income is always equal to 
seven times total farm income? 

“I don’t like subsidies and Government aids any more than you do. But we’re 
not the only people in this country that get subsidies. The subsidies to business 
are many times those for agriculture. So long as everybody else is subsidized 
it’s only fair that farmers should get some help too. 

“Industry fixes its own prices and then produces as many units as it can sell 
at that price. Farmers are the only folks left that produce for a free market. 
We need to learn a lesson from industry and fix our own prices and production. 

“They talk about surpluses. It seems to me that so long as we have people 
in this country who don’t have adequate diets it’s foolish to say we have sur- 
pluses. We've solved the problems of production, but we haven’t solved the 
problems of distribution yet. What we need to do is to take a good square look 
at this whole question of distribution and come up with some answers that will 
insure that the abundance that you folks can produce is used for the benefit of 
all the people. 

“IT hope you folks will come to visit me and write me about your problems so 
I will know what you are thinking about. It’s been a real pleasure to be here.” 

Does this speech make any contribution to understanding of the farm problem? 
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SOME BASIC CONSIDERATIONS 


In the preceding pages we have tried to show that price fixing in agriculture is 

harmful to farmers and that it is in their selfish long-run interest to avoid such 
y0licy. 
' In addition, however, there are some basic principles of economic and political 
philosophy involved that are even more compelling to those who are concerned 
with respect to the effect of our economic and political institutions, concepts, and 
policies on the welfare and freedom of the generations to follow. 

Nvery century has had its great struggle of life and death between opposing 
ideas : Separation of Church and State, self-government versus the divine right of 
kings; feudalism versus the modern nation-state, ete. 

The great struggle of our time is authoritarianism versus individualism. 

Authoritarianism is the assumption by government of responsibility, together 
with such power and authority as may be necessary to perform the responsi- 
bilities thus assumed. 

The nature of the struggle is clouded by the fact that there are few absolutes. 
Obviously government must assume many responsibilities. Nobody but the anar- 
chists want government to divest itself of all responsibility and nobody but the 
Communists want government to become all powerful. A great many changes 
have come about to meet human needs and to accomplish things that might not 
have otherwise been accomplished. Few of us would wish to argue that all of 
these assumptions of authority by the Federal Government should be ended. 
They have been for benevolent, some would say for paternalistic, purposes. The 
question is one of degree and men of good will and sincere purpose differ strongly, 
and even violently, as to where the line should be drawn. 

Nevertheless there is no question but that we have moved a long way in the 
direction of authoritarianism in the past few decades. 

The Federal Government, which was once far away and remote and which 
affected the interests of most of us only indirectly, is now right around the corner. 
Its activities pervade our every interest and relationship. It decides how a 
substantial portion of our income is to be spent, it regulates many of our 
activities. 

As the power, authority, and responsibility of the Federal Government have 
crown, the independence of State and local government has declined. To a 
growing extent State governments have become administrative agencies for the 
Federal Government, administering Federal laws and spending Federal money. 
And more and more, Federal Government reaches out to regulate private citizens 
and local areas, bypassing States and local units of government. 

The great citadels of individualism in the United States are battered but still 
relatively intact. These include: 

Personal rights guaranteed to us by the Constitution and Bill of Rights. 

The right to work at our chosen occupation and to the freedom to use 
our earnings as we choose without harm to others. 

The right to own property and to manage it within reasonable rules of 
the game. 

The competitive economic system, in which prices, production, and con- 
sumption and the flow of investments are regulated by supply and demand 
factors, relatively free of private monopoly or Government dictation. 

The last of these is the most vulnerable because attacks upon the free opera- 
tion of our competitive system often are made with benign purpose. But 
in a sense this is the most important because it supports the other pillars of 
a free society. If price and competition are not permitted to play the role 
they historically have played in our society, then production, consumption, price, 
and investment must inevitably be determined by some other means; and the 
only other means available to us is Government fiat. 

But when Government assumes the responsibility for exercising these func- 
tions it has in fact become an economic dictator, even though this may be a 
benevolent dictatorship at first. 

Encroachment on these basic concepts of individualism involve grave risk to 
our economic freedoms. Further enhancement of the power, authority and re- 
sponsibility of the Federal Government jeopardizes the kind of economic organ- 
ization of society that has produced both freedom and material welfare for 
the maximum number of people on an unprecedented scale. 
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“Power tends to corrupt and absolute power corrupts absolutely.”—Lorp Acton. 


The concentration of great economic and regulatory power in the hands of the 
Federal Government is not necessarily followed, at least immediately, by repres- 
sion or dictatorship. Those who favor centralized planning and regulation of 
the economy, and those who favor socialism, believe that this centralized power 
can and will be exercised indefinitely for the benefit of all the people without 
destruction of self-government or democratic institutions. 

They may be right. But history will not bear them out. Power is corruptive 
and those who exercise it, long to secure it against those who would deprive 
them of it. Both Hitler and Mussolini were socialists who went into office with 
ambitious programs for helping the people. Even Lenin thought that a Com- 
munist dictatorship would be exercised for the benefit of the people and for a 
short period. 

Benevolent purposes are invariably claimed for each increase in centralized 
authority. Each accession of power and responsibility is heralded as progress 
and as being designed for the benefit of a particular group or as being in the 
public welfare. 

But behind the smiling countenance of benevolent government the sinews of the 
all-powerful state grow strong. The gentle hand in the velvet glove gradually 
becomes the iron fist. 


“The history of liberty is a history of limitations of governmental 
power, not the increase of it. When we resist, therefore, the concen- 
tration of power, we are resisting the processes of death, because con- 
centration of power is what always precedes the destruction of human 
liberties..—-Wooprow WILSON. 


The historical process is that centralized government, having acquired a mo- 
nopoly of economic authority, and motivated by personal ambition and lust for 
power, moves inexorably toward crystallizing its hold upon society. In the 
process personal rights and liberties go by the board. 

Those who do not fear this process, who feel it cannot happen here, had bet- 
ter spend a little time on historical research to find one example, where the 
concentration of power and authority in government was not in due course fol- 
lowed by the subservience of the people to a government which they no longer 
controlled. 

Even if it were to be dangerously conceded that economic control of the 
economy could be assumed by government without danger to individual rights 
and freedoms, it does not follow that centralized control would be in our best 
self-interest. 

There is no evidence anywhere that government will not botch the job of plap- 
ning or that government can effectively substitute administrative direction of 
prices, production, and investment for the impersonal guidance that is now 
provided by a variable price system operating in a competitive free enterprise 
society. 


“It is hardly lack of due process for the Government to regulate that 
which it subsidizes.”—United States Supreme Court. 


When control is concentrated in government, economic reality is subordinated 
to political, personal and bureaucratic ambitions. Decisions are delayed until 
interbureaucratic policies, jealousies and conflicting ambitions are resolved. 
Each bureaucrat becomes a dictator in his field. Centralized planning cannot 
possibly be done as efficiently nor as wisely as the decentralized planning in- 
volved in a free enterprise society in which millions of individuals participate in 
the planning and execution and in responsibility. 

Agriculture price supports are not an isolated issue. The question of the 
role that government should pay in the pricing and marketing of farm products 
is part and parcel of the overall ideological struggle between authoritarianism 
and individualism. Price fixing of farm products by government is a major 
breach in the citadel of individualism. It is a big step toward authoritarianism. 
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Distribution of cash receipts from farm marketings by basic commodities, non- 
basics receiving mandatory and nonmandatory supports, and other nonbasic 
commodities, 1952 


Commodity | Cash receipts | Percent of total 


Thousands of 
Basic commodities: dollare 

2, 609, 466 | 
2, 146, 669 | 

1, 138, 414 
1, 086, 213 | 

301, 187 
143, 619 | 





7, 423, 568 | 

Nonbasic commodities receiving mundatery appa: | | 
Dairy products................... | sigan Moet a aCa 4, 554, 322 | 
aenane 118, 489 | 

TRGES . Aicdsdcncevedusesstandvebescssccncsebemmaaded 1 44, 161 | 

: 11, 660 | 

Tung nuts 9, 606 | 





4, 738, 238 | 





Commodities receiving nonmandatory eae in 1953: 2 
Soybe sxnpaieeie 778, 146 

, ; 389, 461 | 

243, 242 
179, 702 
127, 916 
118, 038 
96, 951 
20, 478 
Winter cover crop seeds #........... Longa dunsiigyeesinaosnaetaaal 18, 026 


1, 971, 960 


——— 


Unsupported commodities: | | 
eR ae eens Peedi ted cialelieg tat ceri 6, 231, 438 | 


3, 517, 434 
Mdhetinlidhap<ebvigbimiennhnaeutnmaadanhl 1, 878, 212 
Chickens, including broilers. ; ‘ 1, 170, 413 
Sheep and lambs.................... cndbuiiibiad aesin pee ane eek okie 393, 806 
Turkeys___ , creda lie 337, 093 
| 97, 066 





| 


Subtotal, livestock, and livestock products 13, 625, 462 
Truck crops 1, 247, 528 
‘i 586, 804 
BOR isc tee QR SKS GoREBERNRRH woe coaneasecesesassecesane] 376, 088 
Sugar beets a 122, 433 
Other field crops 327, 614 
Apples 253, 484 
QR iain nde dewtiedriibnthintingnahnnedesccehaneeysaneetes 180, 595 
Grapes . 123, 697 
Other fruits and tree nuts 4 ‘ ; 576, 031 
Forest, greenhouse, and nursery 4819, 909 


18, 239, 645 











Ta i a teins decitncnustndhadtcns cdasseuid 32, 373, 411 
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Distribution of cash receipts from farm marketings by basic commodities, non- 
basics receiving mandatory and nonmandatory supports, and other nonbasic 
commodities, 1952—Continued 


RECAPITULATION 


Commodity Cash receipts | Percent of total 





Thousands of 
dollars 
Basic commodities..................._- ieabes 
Nonbasic commodities receiving mandatory supports_- 
Total receiving mandatory supports._..........-.......- 
Commodities receiving nonmandatory supports in 1953 
Total commodities receiving support 


Livestock and livestock products not receiving price support. -.- 
Other agricultural commodities not receiving price support - --- 


Total not receiving price support 


ee I iia csp ian nna andwaindiaineti 








1 Value of 1952 production, cash receipts not available. 

2 Crude pine gum is supported under a nonmandatory program. It is not listed here, however, because 
information on cash receipts from crude pine gum is not available for 1952. See footnote 4. 

§ Hairy vetch seed, common rye grass seed, wild winter peas, and crimson clover seed. 

4 Crude pine gum which is supported under a nonmandatory program is included in this group, because 
the statistics are not reported on the basis of individual items. However, theincome from crude pine gum 
is a very small percentage of the income from forest, greenhouse, and nursery products. 


Agricultural production by size of farm, 1950 census 


| 
Percent 


of total 
value 


Number | Percent | Value of prod- 


Gross value of products sold per farm offerms | of faxrme uote sold 


$25,000 and over 103, 231 7 $5, 786, 964, 000 
$10,000 to $24,999 381, 151 j 5, 517, 034, 000 
$5,000 to $9,999 721, 211 5, 060, 529, 000 
$2,500 to $4,999 ‘ 882, 302 3, 198, 161, 000 
$1,200 to $2,499 N 901, 316 5 1, 634, 395, 000 
$250 to $1,199 _._- : 717, 201 516, 133, 000 
Part time and residential , 466, 346, 000 


5, 379, 250 , 22, 279, 563, 000 





PRICE SUPPORTS FOR BASIC COMMODITIES 169 


Percentage distribution of farms, by economic class, by States, 1950 census of 
agriculture 


| j } 
$25,000 | $10,000 to | $5,000 to | $2,500 to | $1,200 to | ou 
land over | $24,999 | $9,999 | $4,900 | $2,499 | $1,196 yner 


Alabama 
7 
Arkansas.-.--- -- 
California 
Colorado. .-..---- 
Connecticut... 
Delaware - - - .-- 
Florida 

Georgia. - 

Idaho 

Illinois. - - - - 
Indiana. ..--- 
Iowa , 
Kansas....-- 
Kentucky 
Louisiana 

Maine. . 7. , 
Maryland..------ 
Massachusetts - - - 
Michigan 
Minnesota. . . - 
Mississippi... 
Missouri 
Montana. ..-- 
Nebraska - - - 
Nevada... a 
New Hampshire - - - 
New Jersey 

New Mexico 
New York_..-- 
North Carolina _ - 


44. 
35. 
38. 
27. 
20. 
41. 
25. 
47. 
38. 
19. 
17. 
26. 

7. 
14. 
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Mr. SHuman. We now have had more than 25 years of experience 
with various types of farm price support and production adjustment 
programs. Many lessons can be drawn from this experience. Accord- 
ingly, we would like also to place in the record at this point a brief 
chronology of the major legislation enacted by the Congress in this 
field from 1929 to the end of 1954 (exhibit IIT). 

(Exhibit ITI is as follows :) 


Exuzrstr III 
CHRONOLOGY OF Mayor Farm Price Support LeGistarion, 1929-54 


A brief chronology of the major legislative enactments that led to our present 
farm price support and production adjustment programs is as follows: 

(1) The Federal Farm Board was established by the Agricultural Marketing 
Act of June 15, 1929. The Board had a revolving fund of $500 million. It began 
operations by loaning money to cotton and grain cooperatives to enable them to 
earry stocks of these commodities in an effort to improve prices. Later, some 
direct purchases were made. 
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Loans were made on a number of farm products in addition to cotton and wheat : 
however, such loans were small in comparison with the loans on cotton and wheat. 

The Board’s wheat stocks accumulated to a peak of 257 million bushels in July 
1931 while cotton stocks reached a peak of about 3.5 million bales in February 
1931. The Board started disposing of these stocks at the bottom of the depression, 
Its losses are estimated at between $300 and $400 million. 

The Board had no authority for the direct control of production; how- 
ever, with export demand declining and stocks accumulating, it gave generai 
advice to growers to curtail their acreage. In its final report, the Board said that 
“Experience with stabilization thus demonstrated that no measure for improy- 
ing the price of farm products other than increasing the demand of consumers 
can be effective over a period of years unless it provides a more definite control 
of production than has been achieved so far.” 

(2) The Agricultural Adjustment Act of May 12, 1933, authorized the Govern- 
ment to make rental or benefit payments to producers of named “basic” agri- 
cultural commodities who cooperated in programs developed under the act. The 
basic commodities initially were defined as wheat, cotton, field corn, hogs, rice, 
tobacco, and milk and its products. Later, rye, flax, barley, grain sorghums, 
cattle, sugar beets, sugarcane, and peanuts were added. The payments to farm- 
ers were to be financed by processing taxes. This program was designed to reduce 
farm production to effective demand and to increase farm income. Important 
parts of it, including the processing taxes, were declared unconstitutional in 1936. 

(3) The Commodity Credit Corporation was established by Executive order in 
October 1933. There was no basis for price-support loans in the Agricultural 
Adjustment Act of 1933; however, a legal basis for such loans was found in the 
acts creating the RFC and the National Recovery Administration. At first, loans 
were made only on corn at the rate of 45 cents per bushel, and on cotton at the 
rate of 10 cents per pound. 

These rates were about two-thirds of parity prices. The loan rate on cotton 
was raised to 12 cents in 1934, but was reduced to 10 cents in 1935 and 9 cents in 
1937. The loan rate on corn was raised to 55 cents in 1934, and fluctuated be- 
tween 45 and 57 cents through 1939. No loans were made on wheat during the 
first 5 years because of a succession of short crops. 

The emphasis in these early loan programs was not on guaranteeing farmers 
a satisfactory price directly through a support program. It was on helping 
them carry surplus stocks until changed conditions resulting from production 
adjustment programs or other causes would make it possible to move accumulated 
stocks into the market in an orderly fashion. 

The following table indicates how the statutory borrowing power of the CCC 
has been increased as the price-support program developed through various 
stages: 

Statutory borrowing authority of the COO 


Date approved : Amount 
Mar. 8, 1 $500, 000, 000 
Mar. 900, 000, 000 
Aug. $ 
July 
July 
Apr. 

June 
Mar. 


(4) The Soil Conservation and Domestic Allotment Act of 1936 was passed as 
emergency legislation to provide a program after the Supreme Court nullified the 
original AAA of 1933. This act authorized an annual appropriation of $500 
million to be used in making payments to farmers for planting within soil con- 
serving allotments and for carrying out soil-conservation practices. At first, 
payments were made largely to encourage farmers to reduce production by com- 
plying with acreage allotments on “soil-depleting crops,” then the emphasis was 
shifted to payments for “practices.” Beginning with the 1944 program, prac- 
tices were made the sole basis for payments. 

(5) The Agricultural Adjustment Act of 1938 authorized the CCC to make 
loans on agricultural commodities including dairy products. Loans were man- 
datory on only 3 commodities—corn, wheat, and cotton—whenever the price 
of the commodity was below 52 percent of parity in the case of wheat and cotton, 
or 75 percent of parity in the case of corn, or the production was in excess of a 
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normal year’s domestic consumption and exports. In the case of cotton and 
wheat, the actual level of the loan was discretionary with the Secretary within 
the range of 52 to 75 percent of parity. The highest loan rates announced for 
cotton and wheat under this authority was 57 percent of parity for the 1940 crops. 
In the case of corn, the loan rate was based on the relationship of the crop to a 
normal year’s domestic consumption and exports in accordance with a schedule 
set forth in the law. Corn loans ranged as high as 75 percent of parity under 
this program, 

A 1941 amendment made loans mandatory on peanuts at a level to be de- 
termined by the Secretary within the range of 50 to 75 percent of parity. 

Parity payments were authorized for corn, wheat, cotton, tobacco, and rice. 
Marketing quotas were authorized for these same commodities in the original 
act, and for peanuts in the 1941 amendment. The commodities for which quotas 
were authorized came to be called basics. Eligibility for price support and 
parity payments was dependent upon compliance with acreage allotments and 
marketing quotas. 

(6) Public Law 74, enacted in May 1941, directed the Secretary of Agriculture 
to support the prices of the 1941 crops of cotton, corn, wheat, rice, and tobacco 
for which producers had not disapproved marketing quotas at 85 percent of 
the parity prices. 

Among the conditions which led to the enactment of this mandatory loan 
provision were the accumulation of large stocks under previous programs and 
the disruption of export markets due to World War II. At the beginning of 
the 1941 marketing year, we had a wheat carryover of 385 million bushels 
(which was considered high at that time, although it is far below the 1954 carry- 
over of 908 million bushels), and a cotton carryover of 12 million bales. The 
85 percent loan law was extended for 5 additional years by an act, approved on 
December 26, 1941, which also added peanuts to the list of commodities covered. 

(7) The Steagall amendment enacted in July 1941 directed the Secretary of 
Agriculture to support the price of any nonbasic commodity at not less than 
85 percent of parity or a comparable price “whenever during the existing emer- 
gency,” he issued a proclamation calling for increased production of such a com- 
modity and to continue this temporary emergency support until sufficient public 
notice had been given to permit producers to readjust the production of the 
commodity, 

The Steagall amendment actually followed, by some months, an announce- 
ment by the Secretary of Agriculture that increased production of certain 
nonbasic commodities, including hogs, was needed, and that the prices of such 
commodities would be supported at specified levels. It was designed to confirm 
the Secretary’s authority to support prices of nonbasic commodities as an in- 
centive to increased production, to fix a minimum level of support for. com- 
modities that were needed in increased volume, and to assure farmers that the 
incentive support program would not be terminated without notice sufficient 
to permit producers to readjust their production. This last provision reflected 
a desire on the part of Congress to avoid the hardships which were imposed 
on farmers and processors when Government food procurement programs were 
terminated abruptly at the end of World War I. The Steagall amendment 
eventually became the basis for the announcement of price supports on a long 
list of commodities including hogs, turkeys, chickens (other than broilers), eggs, 
dairy products, soybeans, flaxseed and potatoes. 

(8) The Price Control Act of January 30, 1942, provided that no ceiling 
could be imposed on the price of any agricultural commodity at less than certain 
levels, one of which was 110 percent of the parity price of the commodity (or 
110 percent of a price comparable to parity). 

The Emergency Stabilization Act of October 2, 1942, revised the formula for 
determining minimum ceilings to permit the establishment of ceilings at parity 
(or a comparable price) rather than at 110 percent of such a price in cases where 
this was the highest of the alternative standards provided for the determination 
of minimum ceilings. At the same time, the mandatory support levels for the 
basic and Steagall commodities were raised from 85 to 90 percent of parity 
and made applicable for the period of the war and 2 years thereafter. 

Thus, the first action of the Congress providing mandatory 90 percent of parity 
price supports was linked to an action lowering the permissible ceilings on 
farm products. A long step toward Government price-fixing had been taken. 

(9) The temporary wartime 90 percent of parity support program expired De- 
cember 31, 1948. Title I of the Agricultural Act of 1948 continued 90 percent of 
parity supports for the basic commodities and some others through 1949, but 
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reduced the mandatory support level for some of the Steagall commodities. Title 
II of the act provided for a permanent price-support program to become effective 
January 1, 1950. Under this program, supports for the basic commodities—corn, 
wheat, cotton, rice, tobacco, and peanuts—were to vary between 60 and 90 per- 
cent of parity in accordance with the relationship of the supply of the commodity 
to a normal supply with the additional provisions that (a@) tobacco was to be sup- 
ported at 90 percent whenever marketing quotas were in effect, and (b) the level 
of support for basic commodities was to be increased 20 percent whenever market- 
ing quotas or acreage allotments were in effect. This, in effect, made the support 
range 72 to 90 percent of parity for the basic commodities other than the quota 
types of tobacco. Supports also were made mandatory for wool and Irish potatoes 
with the Secretary of Agriculture to determine the actual support level within 
a range of 60 to 90 percent of parity. Eligibility for price supports on crops was 
made conditional upon compliance with such acreage allotments and marketing 
quotas as might be imposed to control production. 

(10) The Agricultural Act of 1949 superseded title II of the Agricultural Act 
of 1948 before it became effective. Under the permanent provisions of the 1949 
act, support for the basic commodities was made mandatory at 75 to 90 percent of 
parity in accordance with the relationship of the supply of the commodity to 
a normal supply except that tobacco was to be supported at 90 percent whenever 
marketing quotas were in effect. Support was made mandatory for whole milk 
butterfat, and the products thereof, at 75 to 90 percent of parity, and for tung 
nuts, honey, wool, and Irish potatoes at 60 to 90 percent of parity with the actual 
level within the specified ranges to be determined by the Secretary of Agriculture. 

The act of 1949 continued with some modifications a provision of the 1948 act 
which modernized the formula for computing parity prices. The principal differ- 
ence between the two formulas is that under the old formula, the relationships 
among the parity prices of various commodities were determined by the relation- 
ships that existed in a fixed base period, which usually was 1910-14, whereas, 
under the modernized formula, relationships among the parity prices are deter- 
mined by the market-price relationships which existed in the most recent 10-year 
period. Under both formulas, 1910—14 is used as the base period for determining 
the average level of prices necessary to keep farm prices in a fair relationship 
with the prices farmers pay. The 1949 act directed that the wages paid farm labor 
be taken into consideration in the determination of parity prices under the new 
formula. It also provided that no parity price should be reduced by more than 5 
percent in any 1 year by the application of the new formula and that parity prices 
for the 6 basic commodities should be the higher of parity prices under the old 
and new formulas for a period of 4 years which later was extended to 6 years. 

Temporary provisions of the 1949 act provided that in the event acreage allot- 
ments or marketing quotas were in effect for any basic agricultural commodity, 
the support level for that commodity should be 90 percent of parity in 1950, and 
not less than 80 percent in 1951. The outbreak of the Korean war in June 1950 
provided an excuse for the Secretary of Agriculture to use discretionary authority 
to continue 90 percent of parity price supports for the basic commodities and 
dairy products. 

Price supports were terminated for eggs, hogs, chickens, and turkeys by admin- 
istrative action during this period. The potato program was terminated with the 
1950 crop by congressional action. 

(11) In 1952, Congress amended the Agricultural Act of 1949 to provide for 
mandatory 90 percent of parity supports on the 1953 and 1954 crops of the basic 
agricultural commodities. Here again, as in 1942, when 90-percent supports were 
first made mandatory, agricultural commodities were subject to price ceilings. 

(12) The Agricultural Act of 1954 and the Agricultural Trade Development 
Act represented a change in the direction of farm program legislation—a shift in 
emphasis away from heavy dependence on price supports toward greater efforts 
to build firm markets for farm products and to adjust farm production to market 
demands. The Agricultural Trade Development Act authorized the sale of sur- 
plus farm commodities for foreign currencies. The merits of this program are 
becoming increasingly clear. 

The Agricultural Act of 1954, in its main provisions, provided for a gradual 
transition to a variable price-support program. In order to ease the burden 
imposed by stocks accumulated under past programs, the act authorized the 
CCC to “set aside” a portion of its inventory of specified commodities, including 
400 to 500 million bushels of wheat, and 3 to 5 million bales of cotton. Cotton 
and wheat included in the set-aside are not to be taken into account in calculating 





PRICE SUPPORTS FOR BASIC COMMODITIES 173 


“total supply” for the purpose of determining the level of price support author- 
ized by the Agricultural Act of 1949. A permanent program of variable price 
supports ranging from 75 to 90 percent of parity was approved for wheat, cotton, 
corn, rice, peanuts, and the nonquota types of tobacco, with a 1-year transitional 
period for which the range was fixed at 821% to 90 percent of parity. 

The existing provision of law providing 90 percent of parity supports for 
tobacco when marketing quotas are in effect was continued. Provision was made 
for the modernized parity formula to become effective on January 1, 1956, for the 
4 commodities (wheat, cotton, corn, and peanuts) still using the old formula, 
with the provision that no parity price may be reduced more than 5 percent in any 
1 year by reason of the application of the new formula. The authority to impose 
marketing quotas on corn was repealed. A special program of limited incentive 
payments to be financed out of the customs duties collected on imported wool and 
wool products was provided to encourage an expansion in wool production as a 
national security measure. Potatoes were once again made eligible for support, 
but on a discretionary basis. 


Mr. Suuman. From this brief chronology, it will be seen that price- 
support programs began on a rather modest basis; that these programs 
were expanded during World War II primarily to encourage produc- 
tion and compensate farmers for price controls; that a variable sup- 

ort program was readopted at the end of the war only to be suspended 

y various legislative and administrative actions; and that the Agri- 
cultural Act of 1954 marks a return to variable supports and the 
principles of earlier legislation, including the Agricultural Adjust- 
ment Act of 1938 and the acts of 1948 and 1949. 

Legislation now pending before this committee proposes to reestab- 
lish a mandatory requirement that the Government support the prices 
of the so-called basic crops at 90 percent of parity without adequate 
regard to supply-demand relationships. This would be a backward 
step. We do not want to go backward. We want to go forward. 

The function of price in our competitive society is to adjust produc- 
tion to what the market wants and to adjust consumption to what is 
produced. 

It is our conviction that the incomes of farmers will be maintained 
at the highest possible level if we allow opportunity for the price 
system to perform for agriculture the functions which it alone can 
adequately perform—that is, to serve as the main balance wheel be- 
tween supply and demand. 

High price supports, fixed by Government without adequate regard 
to supply and demand, result in lower farm incomes because— 

(1) When Government guarantees an attractive price this inevit- 
ably results in—(a) More production: Farmers who might go out of 
production of a particular crop stay in. New farmers who otherwise 
might not have gone into the production of a particular crop are en- 
couraged todo so. Financing of production is facilitated. 

(6) Less consumption : Demand is variable. The amount consumers 
will use increases as the price goes down and declines as the price goes 
up. This is a very important factor for some commodities, less im- 
portant for others. Substitutes and substitution are encouraged and 
indirectly subsidized. 

(c) Less exports: It is difficult or impossible to maintain exports 
when the United States price of a commodity is held above the world 
price. United States price guaranties encourage production in other 
countries. ; 

(2) Put together, the above factors—increased production and re- 
duced marketing—inevitably result in surpluses. 
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(3) These surpluses move into Government hands. But there is 
no way to prevent the market from reflecting the fact that such 
stocks exist or that they might be released to domestic or foreign 
markets. Market prices invariably are adversely affected. With sur- 
plus stocks in the picture, prices generally slog along somewhere near, 
and often below, the support level. ‘The support price is the best price 
that farmers can get under such circumstances. 

(4) The surpluses thus acquired compel production control pro- 
grams which on the record often fail to adjust supply to demand. 
Nonetheless, the net result is that many farmers lose an opportunity 
to produce and to sell the volume that otherwise might be produced 
and sold. 

(5) Acreage diverted from crops under marketing quotas goes into 
the production of other commodities and adversely affects the prices 
of such other commodities. 

The idea that mandatory 90 percent of parity price supports have 
been a great blessing to farmers won’t stand examination. It wasn’t 
price supports that caused farm prices to average 124 percent of parity 
for the calendar year 1946 and 113 percent of parity for the 11 years, 
1942-52. It was extraordinary demand associated with war and the 
conditions that grew out of war. The war demonstrated the truth 
of the saying that, “There are no surpluses in war.” Faced with 
shortages of labor, farm machinery, fertilizer, and other production 
prerequisites, and a greatly expanded market, farmers had little chance 
to produce surpluses while the war lasted. 

In the early postwar years a series of developments came along to 
prevent commodity stocks from accumulating to a burdensome level 


under the support program. The world need for our ponteen was 


exceedingly great and our foreign-aid programs gave other countries 
the dollars they needed to buy American farm products. Wheat 
exports which had averaged ake 63.8 million bushels in 1937-41 hit 
a peak of 504 million bushels in 1948. Cotton exports reached 4.7 
million bales in 1948, and 5.8 million bales in 1949, in comparison with 
a 1937-41 average of 3.5 million bales. Tobacco exports amounted 
to 451.1 million pounds in 1948, in comparison to 346.8 million pounds 
in 1937-41. _ Rice exports reached 9.1 million hundredweight (milled 
basis) in 1948, in comparison with 3.6 million hundredweight in 
1937-41. Other farm exports also reached a high level in this period. 
By 1949, production in other countries was beginning to recover 
from the war with a consequent reduction in the need for our farm 
roducts. Exports and farm prices turned downward and stocks 
gan to accumulate in the hands of the Commodity Credit Corpora- 
tion. By June 1950, farm prices were 20 percent below the peak 
reached in January 1948. Then Korea came along, bringing with it 
a renewal of inflationary pressures and an increased desire on the part 
of other countries to hold farm commodity stocks as insurance against 
a third world war. Exports and farm prices again shot upward. 
In the year which began July 1, 1951, we exported $4 billion worth 
of farm commodities, including 475 million pounds of tobacco, and 
17.1 million hundredweight (mulled basis) of rice. 
This boom was short lived. Exports fell off about 30 percent in 
the year which began July 1, 1952, and have continued to run a little 
less than $3 billion per year since that time. Wheat and cotton were 





PRICE SUPPORTS FOR BASIC COMMODITIES 175 


particularly hard hit by this falloff in export markets. In the year 
which ended June 31, 1954, we exported only 219 million bushels of 
wheat, and 3.8 million bales of cotton. Continuation of 90 percent 
of parity price supports without regard to changing supply and de- 
mand relationships and a delay in the application of the production 
controls authorized by law inevitably led to the creation of the sur- 
pluses that now plague us. 

With the exception of one year when peanut supports were at 88 
percent of parity, 90 percent of parity price supports have been in 
effect on the basic commodities continuously from World War II. 
As a matter of fact, the support level for all 6 basic commodities is 
still 90 percent of parity, and it will be 90 percent or thereabouts for 
all of the basics except wheat for at least another year. The Agricul- 
tural Act of 1949, as now in effect, requires 90 percent supports when- 
ever supplies are actually adjusted to demand and a legislatively 
prescribed carryover. Here is what has happened to the realized net 
income of farm operators during the period the 90-percent program 
has been in effect. 


Realized | Realized 
net income | | net income | 

of farm | Offarm | 
operators operators | 


i 
Millions | Millions 
$11,540 | War. 1950 | $12, 362 | Down 26 percent from 1947. 


Year Comment Comment 


11, 970 Do, i} 1951 14,540 | Up 17.6 percent (Korea). 

12, 286 Do. 1} 1952 13, 626 | Down. 

14,193 | End of price controls. | 1953 13, 275 Do. 

16,774 | Alltime high. | 1954 12,500 | Down 14 percent from 1951; 
15,604 | Down, down 25 percent from 1947. 
13, 593 Do. 


The record is clear that the 90 percent of parity program appeared 
to work well as long as market demand, bolstered by war, foreign aid, 
and inflation was strong enough to keep farm prices above the support 
level most of the time. The record is equally clear that the 90 percent 
of parity program failed to protect farm income when conditions 
changed and farmers faced a need to make adjustments. Instead of 
helping farmers make needed adjustments, rigid 90 percent of parity 
price supports magnified the problem by encouraging them to pile up 
the surpluses which are now holding down the prices of cotton, corn, 
and wheat. 

The idea that 90 percent of parity price support is of great benefit 
to millions of call farmers, likewise, will not stand close examina- 
tion. The Farm Bureau has more small farmers among its members 
than any other organization in the United States. The real facts of 
the agricultural situation are confused by current statistics on average 
per capita farm income. These average figures include a large num- 
ber of people who produce little or no farm products for sale. For 
example, the 1950 census classifies as farms 1,672,838 part time and 
residential units. (Residential farms are units which produced less 
than $250 gross of farm products for sale in 1949. Part-time farms 
are units which produced products valued at $250 to $1,199 for sale, 
but which had operators who worked off the farm 100 or more days 
in 1949, or had other family income greater than their farm sales.) 
This number is 31 percent of all farms reported by the census. The 
inclusion of this group in farm income statistics lowers the average, 
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makes it appear that commercial family farmers are worse off than 
they are, and confuses the uninformed with regard to what our farm 
problems really are. No level of price support can do anything for 
the fellow who has nothing to sell. We are anxious to approach the 
problem of low income in rural areas on a reasonable basis and not 
on the basis of a program that injures commercial family farmers 
without really benefiting the operators of low-production units. 

The acreage allotments and marketing quotas now being applied to 
price-supported basic crops to curb the growth of price-depressing 
surpluses are not solving our current problems. To the extent that 
these controls actually reduce production, they are reducing the indi- 
vidual farmer’s opportunity to get income through volume production. 

We must never lose sight of the fact that net farm income depends 
on the total amount of products that can be sold from the whole farm 
year after year, the prices received for those products, and the pro- 
duction and marketing expenses that must be paid. All three are 
tremendously important. Also important is the purchasing power 
of the dollars in which the net farm income is received. For continu- 
ing prosperity we must have sound money. 

The present policy of allowing producers of controlled crops to use 
their diverted acres for the production of other commodities means 
that a part of our surplus problem is being transferred from one 
group of commodities to another, which includes many commodities 
that have no price support. 

In some cases, the right to produce basic commodities is being trans- 
ferred away from the areas of greatest comparative advantage. A 
few examples of what is happening under the wheat program will 
illustrate the problem. The United States seeded acreage of wheat 
increased 19 percent, from 66.2 million acres in 1944 to 78.8 million 
acres in 1953. Kansas, the most important wheat State, increased her 
acreage only 8.4 percent during this period, while North Dakota, the 
second most important wheat State, increased her acreage only 2.2 
percent. The 1955 national wheat allotment represents a reduction 
of 30 percent from 1953. Kansas had a 1955 allotment approximately 
27 percent less than her 1953 seeded acreage, and North Dakota has 
an allotment approximately 29 percent below her 1953 acreage. Thus, 
it will be seen that the two principal wheat States increased their 
wheat acreage far less than the national average from 1944 to 1953, 
but have been forced to take almost the national average cut from 
their 1953 production. The farmers of Kansas and North Dakota have 
lost a substantial part of their right to grow wheat to farmers in other 
areas who would prefer to grow other things if it were not for the 
incentive weanitied- by 90 percent of parity price supports for wheat. 

Not only are the more efficient onl batts adapted producing States 
losing the right to produce wheat, but this right to produce is being 
unfairly redistributed within States. For example, within Kansas 
the right to produce wheat is being transferred from west to east— 
from the part of the State that really depends on wheat for its farm 
income to an area that has many alternatives to wheat production. 

While the United States is cutting down production in the high- 
quality, efficient-producing areas, other countries of the world are 
expanding their acreage devoted to wheat. The average acreage har- 
vested in the United States in 1945-49 was 71 million acres. This was 
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reduced to 54 million acres in 1954. Europe harvested an average of 
66 million acres in the years 1945-49. This was increased to 72 mil- 
lion acres in 1954. Asia’s 112 million acres was increased to 132 mil- 
lion acres. Africa increased 4 million acres. South America increased 
t million acres. Thus, while we reduced 17 million acres, the rest of 
the world increased 73 million acres. 

The tobacco program often is cited as an example of how a price- 
support and production-adjustment program should work. The 
American Farm Bureau Federation supports the tobacco program; 
however, we are concerned about the rising stocks of burley. 

In considering the tobacco program it is important that we keep in 
mind the differences that exist between tobacco and other farm pred- 
ucts. Tobacco is one of our most storable farm commodities. In fact, 
it is normally aged for about 2 years during which it increases in 
value. Thus, the aging process creates an opportunity for tobacco 
placed under price support to earn its own storage and carrying 
charges. No other basic commodity has such an opportunity. An- 
other of the really important differences between tobacco and crops 
such as corn, wheat, and cotton is the total amount of acres that must 
be diverted to make a control program work. Tobacco occupies only 
about 1.6 million acres of cropland. With minor local exceptions, 
diverted acres have never been a problem under the tobacco program. 
We could go completely out of tobacco without greatly disrupting the 
rest of agriculture with diverted acres. 

The following table indicates the magnitude of the diverted-acres 
problem we are getting into with wheat, cotton, corn, and rice: 





i | Reduction from 
1953 seec aa o w+ | 1953 acreage to 
acres 1955 allotment | 1955 allotment 

| (diverted acres) 


Crop 


} 

fe ORR on Me cla Mmitialiecy ESE®, Mapes ls : 78, 789, 000 | 55, 000, 000 | 23, 789, 000 
Cotton: | 

25, 151, 400 18, 113, 208 | 7, 038, 192 

AMOUR Eee. - ooo sce el cee 92, 600 | 46, 154 46, 446 

Corn, commercial area only 57, 007, 000 49, 842, 697 7, 164, 303 

2, 181, 000 1, 859, 099 321, 901 





FO an nti ei stig bbe in sah esidiviannin 163, 221, 000 | 124, 861, 158 | 38, 359, 842 
| | 








Although it is not yet fully operative, the Agricultural Act of 1954 
is now the law of the land. It represents a desirable change in the 
direction of farm price-support programs in that it recognizes the 
principle of using changes in price-support levels to encourage needed 
production adjustment and aid in moving excess supplies into market 
channels. The thing we need to do now is to go forward by improving 
the 1954 act, not backward to the mandatory 90 percent of parity 
program under which realized net farm income fell 25 percent from 
1947 to 1954. 

Our recommendations for improving the 1954 act are spelled out 
in the policy resolution to which I have already referred, exhibit I. 
We would like to invite special attention to the sections of this reso- 
lution which relate to the control of diverted acres and the improve- 
ment of Federal grades and standards as a step in improving the 
quality of our farm products. 

We have previously recommended the enactment of legislation 
directing that the acreage diverted from price-supported commod- 
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ities not be used in such a way as to seriously injure producers of other 
commodities. Present legislation does not give the Secretary of Agri- 
culture clear direction to take needed action in this regard. It only 
gives the Secretary discretion to control production on diverted acres, 

It is now clear that the Secretary must have mandatory direction 
from the Congress if diverted acres resulting from mandatory price 
supports are to be kept from injuring producers of other crops, live- 
stock, and dairy products. 

Accordingly, we urge that Congress promptly enact legislation 
directing the Secretary of Agriculture to prepare, on an appropriate 
geographical basis, lists of crops which may not be produced for direct 
or indirect sale, or may be so produced to a limited extent on acres 
diverted from any crop receiving price support, when conditions are 
such that limitations on the use of diverted acres are necessary to 
prevent the production of excessive supplies of these other farm 
commodities. 

Since Congress has used its legislative power to force mandatory 
90-percent price supports on the basic crops, it has a responsibility 
to use its power to protect producers of other commodities from the 
unfair use of the acreage that must be taken out of production of 
the basics as a result of 90-percent price supports. 

In accordance with our belief that diverted acres must be con- 
trolled, we favor the provisions of the 1954 act which provide that no 
person who knowingly harvests any basic agricultural commodity 
in excess of his farm allotment shall be eligible for ACP payments. 


In this connection, we would like to mention the fact that we are 
working on refinements to our soil-fertility-bank proposal and that 


we hope to be able to discuss these ideas with you in more detail at 
a later time. 

The fact that producers generally have voted for marketing quotas 
in order to maintain 90 percent of parity price supports has given 
some people a misconception of farmers’ attitude toward production 
controls. The fact of the matter is that a marketing-quota referen- 
dum does not give the producers a realistic alternative to voting for 
quotas. In the case of wheat, cotton, and rice, quotas cannot be in- 
voked until the commodity is in a surplus position. If producers of 
these crops vote for quotas and comply with their allotments, they get 
90 percent of parity supports; but, if they vote quotas down they must 
comply with the same allotments to qualify for 50 percent of parity 
supports. The results often might be different if producers were 
to be given a choice between (1) 90 percent of parity with marketing 
quotas and such control of diverted acres as may be necessary to pro- 
tect the producers of uncontrolled crops, and (2) a variable support 
program of 75 to 80 percent of parity with larger allotments and less 
restrictions on the use of diverted areas. 

Quality products are essential to the development of sound markets. 
We not only must produce quality products, we must also make certain 
that the quality of good products is retained as they move through the 
channels of trade to the ultimate consumer. In this connection, ad- 
ministrative action is needed to improve our Federal grading stand- 
ards. For example, the United States grain standards in some in- 
stances allow tolerances totaling 16 percent where our chief competitor 
permits a maximum in tolerance of only 4 percent. Objective com- 
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mercially applicable milling tests should be devised and incorporated 
into the standards for wheat at the earliest possible date. 

Price support and production adjustment program provisions relat- 

ing to such matters as grades, premiums, discounts, and type and 
quality of commodities should fully reflect these new and improved 
standards in such a way as to adequately reward good-quality produc- 
tions and discourage poor-quality production. Likewise, they should 
facilitate the production and marketing of the quality and quantity 
of products that can be anticipated to be reasonably in line with domes- 
tic and foreign demands. For example, the wheat program should 
adequately differentiate between high-quality milling wheat and wheat 
which is primarily suitable for feed. Legislation probably will be 
necessary to force an adequate recognition of quality in the wheat 
pra It does not make sense to encourage the production of 
prey lucts that do not meet consumer acceptance because of type or 
quality. 
No farm program can be expected to work satisfactorily within the 
framework of our present economic system under the handicaps of 
huge price-depressing surpluses. Therefore, one of the most impor- 
tant things we can do to improve the opportunity for the act of 1954 
to operate satisfactorily is to take aggressive action to reduce the 
Commodity Credit Corporation’s stocks in an orderly manner. A 
start in the right direction has already been made through the sale of 
surplus farm products for foreign currencies under the Agricultural 
Trade Development Act. We have some recommendations for further 
improvements in this act which we will be glad to present at the 
proper time. 

The present situation of farm surpluses with severe declines in total 
net farm income and loss of markets is making it clear that rigid 
price supports do not guarantee farm prosperity. We should know 
Ly now that there is no easy governmental answer to the problem of 
adjusting an overexpanded agricultural plant to markets that are 
shifting. One of our current problems is to avoid being stampeded 
into the adoption of programs which on the surface appear to grant 
an advantage to a particular group, but which in the final analysis 
would prove unworkable or detrimental to agriculture as a whole. 

In conclusion, we want to reemphasize the fact that Farm Bureau is 
for farmers earning and getting the highest possible net farm income 
in honest dollars, with more freedom in a world at peace; that rigid 
mandatory 90 percent price support with inadequate regard to supply 
and demand, with mounting surpluses, political allocation of the right 
to produce, and contracting markets has failed to keep net farm in- 
come from suffering a severe drop; and that the sound way to stop the 
dra in net farm income and increase the opportunity for farmers to 
get higher incomes is to allow price an increased opportunity to guide 
production, increase efficiency, lower costs, and expand markets at 
home and abroad. 

The Cuarrman. We thank you, Mr. Shuman, for your well-pre- 
pared statement. I would like to ask you a few questions. 

Mr. Suuman. Yes, sir. 

The Cuatrman. The American Farm Bureau Federation is in 
favor of flexible price supports from 75 to 90 percent of parity, if I 
understand your statement ? 
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Mr. SuHuman. That is correct for the basic commodities. 

The Cuarrman. And you feel that by having a lower price support 
you would bring about the necessary adjustments in reduction to 
balance finally the production with a reasonable consumption demand ! 

Mr. SuumMAn. We believe that the flexible price support schedules 
provided in the act of 1954 would be a step in the direction of giving 
farmers an opportunity to respond to the influences of price. 

The CuHamman. My question was, Is it your belief that by lower- 
ing the price you will decrease production and thus prevent surplus? 

Mr. SHuman. Mr. Chairman, there is no real simple answer to the 
question, because actually our belief is a little different from that 
as you state it. Our belief is that price has a function to play, both 
on the upturn and on the downturn, and that by providing for flexi- 
bility in the price-support level it permits price to perform its function. 

The Cuarmman. What is the function of price? 

Mr. Suuman. It is to indicate to the consumers and to the pro- 
ducers the condition of the supply and demand. 

The Cuarrman. You contend, then, that a high support induces 
the farmer to increase production. A lower support would likewise 
induce him to decrease production ; is that it 4 

Mr. Suuman. That is generally the result. The high support does 
not necessarily increase demand, but 

The Carman. I did not say it increased the demand—it increased 
production. 

Mr. Suuman. It does not necessarily increase production. It isa 
relative condition. If the support price is high idihe to the demand 
and the supply, why, of course, then it has that effect. 

The Cuatrman. I do not follow you. Do you contend that high 


price supports a about increased production and the lower sup- 
e 


ports bring about a decrease in production ? 

Mr. Suuman. The high price supports as they have been under the 
previous legislation have tended to increase production; yes. 

The Cuarman. All right. That is the reason you advocate the 
lower price support because you think that it would tend to bring 
about a decrease in production and ultimately would bring about a 
balance between production and demand ? 

Mr. Suuman. Not necessarily, Mr. Chairman. We are not advo- 
cating lower price supports. We are advocating the flexibility which 
could result in making adjustments between commodities. 

The Cuatrrman. What do you want with flexibility if you do not 
want to flex it down to the point where it should go? 

Mr. Suuman. We think it should flex both ways, up and down. 

The Cuarrman. You want to flex them down with the lower 
percent ? 

Mr. Suuman. Yes, sir; at times. 

The CuarrmMan. Even when you have adequate controls, market- 
ing allotments, and quotas, you still think it should be 75 percent? 

Mr. Suuman. The range should be from 75 percent to 90 percent 
for the basics. 

The Cuarrman. And not 82.5 percent to 90 percent ? 

Mr. Suuman. That is right. 

The Cuamman. You want it at 75 percent? 

Mr. Suuman. 75 to 90 percent for the basics. 


qb 


v 
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The Cuairman. The whole philosophy of the law of the land at 
the moment, as it is, except for 82.5 percent, is against 75 percent. Do 
you believe ‘that with these supplies we now have on hand the price 
support should be at 75 percent rather than 82.5 percent? 

Mr. Suuman. Yes, sir. Mr. Randolph, I think, would like to 
comment on that. 

The Cuarrman, I want your comment. 

Mr. Suuman. Our belief is that the range from 75 to 90 percent 
would result in giving price more opportunity to perform its function. 

The Cuarman. And your statement to the effect we cannot con- 
ceal these stocks now in storage would clearly indicate that you do 
not favor the set-aside which we now have written into the law— 
as you know we cannot conceal them ? 

Mr. Suuman. That is right. We favor the set-aside, but we are 
pointing out 

The Cuatrrman. Why do you favor it, if you say it does not reflect 
the true situation ? 

Mr. Suuman. Mr. Chairman, we supported the set-aside because 
at the beginning of a change in the level of price support, with the 
tremendous stocks on hand, it was a means to provide a period of 
time through which the adjustment could take place gradually. 

The Carman. You supported it for the same reason that Sec- 
retary Benson supported it, that is, for the very purpose of permitting 
the calculations under the existing provisions of the law to bring, 
about a higher price support than 75 percent of parity, to wit, al- 
most 90 percent of parity, is that not true? 

Mr. Suuman. I am not sure what the Secretary’s reasons were. 

The CuHarrman. What were your reasons for supporting it? 

Mr. SuHuman. Our reasons for supporting the set-aside was to 
provide for a period in which the adjustment could be made. After 
all, the accumulation of these stocks was not due to the flexible price- 
support program. 

The CHamman. Why were you willing to resort to that sort of 
subterfuge—why did you not approach it forthrightly ? 

Mr. SHuman. Well, I do not consider it a subterfuge. 

The CHatrman. What is it? 

Mr. Suuman. It is simply a transition period. 

The Cuarrman. What has that got to do with the period ? 

Mr. Suuman. By setting aside these stocks which were accumu- 
lated under the 90-percent rigid program, Congress simply said in 
effect that the flexible price-support program will not have to be 
handicapped by the accumulation of supplies from the period when 
90-percent supports were in effect. 

The CHatrman. Certainly. The Secretary admitted that it was 
done deliberately—he knew what he was doing—he knew that you 
could not make it disappear by the passage of a Federal law and that 
the stock would still remain in storage. And he did it. And your 
associate sitting there assured this committee that cotton would be 
supported at or about 90 percent of parity, and then we asked the 
question, “Why not make it firm and fixed in the law?” 

It was done deliberately to put the price support at 90 percent, and 
that is where it is today, is it not? 

Mr. Suuman. Price supports are now at 90 percent of parity. 
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The Cuarrman. In 1955 although the law said that the Secretary 
could lower it to 821% percent of parity he refused to do it, and yet 
he is saying he is in favor of 75 percent. 

Mr. Ranpotrn. I do not think that is quite correct, if you will allow 
me to comment. 

The Carman. What do you mean “incorrect 

Mr. Ranpoten. Your statement. 

The Cratrman. Is not cotton being supported now at about 90 
percent of parity ? 

Mr. Ranpouten. Yes, of course, but I was referring to the fact, your 
statement that the law would permit the Secretary of Agriculture 
to set the price support on cotton at 8214 percent. I do not believe 
that is correct. 

The CuarrmMan. He could do it even with the set-aside. He does 
not have to set it aside, does he? 

Mr. Ranvotrpn. No, I think you are mistaken, sir. 

The CHarrman. How much is the set-aside—do you know? 

Mr. Ranpoten. Yes, sir. 

The Cuarrman. How much? 

Mr. Ranpotew. A minimum of 3 million and a maximum of 4 mil- 
lion bales. 

The CuHarrmMan. How much has he actually set aside ? 

Mr. Ranpotren. I think he set aside a million, but in making the 
computation he will have to use 3 million. 

The CHarrmMan. That is right—he does not even own 3 million. 
The Government owns only 1,800,000. 

Mr. Ranvoteu. That is right. 

The CuHarrman. So you know that it is a fictitious thing. 

Mr. Ranpotpn. It is covered in the law. It says if there is not 
sufficient cotton to set aside 3 million bales, the calculation will be 
made the same as if 3 million was set aside. So he does not have 
the discretion that you indicated, in my opinion. 

The CuHarrMan. So you admit now that he set aside in fictitious 
fashion more than 1 million bales of cotten which the Government 
does not even own. 

Mr. Ranvoten. Well, no, sir, I am not admitting anything. 

The Cuatrman. Why do you say you won’t admit anything—what 
do you mean ¢ 

Mr. Ranvotrn. I am not on trial here. 

The CHamman. We are not going to “incriminate” you. 
[ Laughter. | 

Mr. Ranpoupen. Well, the facts are that in making the calculation 
the law requires that he consider 3 million bales as having been 
set aside. 

The Carman. It does not require him to do that. It permits 
him to do it. 

Mr. Ranvotrn. No, sir. I think you misstate it. 

The Cuarrman. What? 

Mr. Ranvoteu. I think you misstate it. 

The CHarrman. Do you mean when he sets aside 3 million bales he 
cannot ever lower that 3 million bales? Do you not know he can sell 
every bale of it? 


9” 
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Mr. Ranpotrnu. It can be sold and that would lower it. He can 
sell it. They are not selling the set-aside cotton right now. I think 
the law is fairly clear on this: 

The Commodity Credit Corporation shall as rapidly as the Secretary of Agri- 
culture shall determine to be practicable set aside within its inventories not 
more than the following maximum quantities and not less than the following 
minimum quantities of agriculture commodities and products thereof heretofore 
or hereafter acquired by it from 1954 and prior years crops and production in 
connection with its price-support operations. 


And then it says: 


Cotton—upland cotton, maximum quantity of 4 million and minimum quan- 
tity 3 million. 

The Cuarrman. That is perfectly clear. 

Mr. Ranvorreu. It says “shall.” 

The CuHatrman. He does not have 3 million in the inventory. 

Mr. RanpotpH. It says over here that if he does not have that—— 

The Cuamman. He can put it in there if he does not have it—that 
is right—so he did put it in. 

Mr. Ranpotpu. Surely. 

The Cuatrman. He just pretended he had 3 million bales, but he 
has only 1,800,000 bales. 

Mr. Ranvoupew. That is your interpretation. 

The CHarmman. You understand, Mr. Randolph, I directed my 
remarks to you since you have taken over the discussion. 

Mr. Ranvotpnu. No, I have not. 

The Cuarrman. Did you not tell this committee that with the set- 
aside in the law the farmers could rest easy because it would be 
ubout 89 percent of parity-price support? 

Mr. Ranpotpx. I might have said that, but my recollection is a 
little different. I think I said 90 percent. 

The Cuairman. All right—89 to 90 percent. He is going to get 
90 anyway, with the set-aside. 

Tell me what purpose is served by having the set-aside in the law? 
I will let either one of you answer that. 

Mr. Ranpotpu. You are talking about cotton now ? 

The Cuamman. Yes, sir. 

Mr. Ranvotren. Well, the set-aside makes it a 90-percent price 
en far as that is concerned. 

e Cuarman. All right. And the price therefore is not per- 
forming the desired function when strapped down like that. 

Mr. Ranvotru. Sir? 

The Cuatrman. So that price is not performing the function that 
Mr. Shuman thinks it should perform. 

Mr. Ranpoupx. Oh, yes, I think so. 

The Cuamman. It is? 

Mr. Ranpvoteu. There is quite a bit of difference in these various 
commodities, Mr. Chairman. 

The CHarrman. We are talking about cotton now. 

Mr. Ranpoupn. Yes. 

The Cuatrman, Supported this year at 90 percent under the law. 

Mr. Ranvoupu. Yes, in 1955. 

The CuHarrman. The same as i twas last year under the rigid law. 
Do you not know that this was deliberately fixed ? 
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Mr. Ranpourn. It is a device for a gradual transition. 

The Cuatrman. You do know that the figure that the Secretary 
selected for this set-aside was a figure which would enable him to 
maintain a higher price support. He stated in this committee room 
that we were in peacetime now supporting prices at the highest level 
ever. 

Mr. Suuman. Mr. Chairman, I think that I would certainly agree 
that the set-aside is a compromise between the folks who want to 
continue a high price support and those who want some flexibility. 
There had to be a mechanism for a gradual shift from rigid to flexible 
supports. 

The Cuatrrman. All right. If the Secretary meant what he said 
when he said he was in favor of lower price supports, why do you 
think he could justify this in submitting to us the scheme which 
would enable him to maintain the higher price supports! 

Mr. Suuman. I am not qualified to comment on the justification 
for the Secretary. 

The CuatrMan. Let us pass on to the set-aside. 

Mr. Ranpoten. If you will permit me, I would like to make a fur- 
ther comment on that. 

The Cuatrman. I wish you would, because the Secretary did not 
do a good job answering it. 

Mr. Ranpoien. Well, I did not mean it that way. I am not trying 
to answer for him but I would like to say this: Just take two com- 
modities. There is quite a bit of difference between commodities as 
you have noticed in our resolutions that are attached to our statement. 
In the case of cotton, we are now able to sell on the world market at 
the support price. That is not true in the case of wheat. The price 
support on wheat, in 1955, under the present law, will be 8214 percent 
of parity. And in 1956 the outlook is that it will probably be 75 
percent of parity. 

I think that the supply and demand situation indicates that cotton 
will probably continue to be supported at 90 percent. At that level 
we are able to sell cotton on the world market and our exports are 
increasing. I think they will increase next year. 

The Cuamman. In 1956, cotton, under the present law, will be 
supported at 90 percent of parity ? 

Mr. Ranvotew. Unless we have an extremely unusual condition, 
which is almost impossible to conceive. 

The Cuatrman. Then if we are going to have price supports on 
cotton at 90 percent in 1955 and 1956, why not have it in 1957? 

Mr. Ranpoureu. On cotton I think it will still be 90 percent in 1957. 

The Cuatrman. Then we are going to keep on having 90 percent 
on cotton, according to you. Why are you going to put the set-aside 
in the law and make it applicable to cotton, if we are going to have 
90 percent anyway—why would you do that? 

Mr. Ranvotrenu. I tried to point out that there are differences in 
these different commodities. It does not work the same in the case of 
all commodities. I mentioned only two of them. 

The CuHatrmMan. Let me move on to one other thing. 

Mr. Ranpotrn. Surely. 

The Cuatrman. If I understand you, Mr. Shuman, you are ad- 
vocating, in your statement, multiple compliance, that is, you must 
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comply with all of the acreage allotments and marketing quota laws, 
clear across the board, or you lose your ACP payments and the 
benefits of the price-supports program. 

Mr. SuuMan. Yes. 

The CuairmAn. So you are still advocating it, although the Secre- 
tary went up the hill and down again—he put it in and took it out— 
and then came before the committee and said that we should not have 
it. Now you are saying we should put it back. 

Mr. Suuman. That is right. 

The Cuarrman. So you are for controlling 38 million acres of farm- 
land ? 

Mr. Suuman. Yes. When to do otherwise would permit the pro- 
ducers of some supported crops to dump those acres on others. 

The Cuatrman. Letting the Secretary of Agriculture be the czar, 
the commissar and the dictator over 38 million acres of American 
farmland. 

Mr. Suuman. Mr. Chairman, we believe that if Congress forces 
price supports it must use its authority to direct control of the pro- 
duction from the acres shifted from the supported crops. Otherwise, 
Congress is creating unfairly subsidized competition among supported 
and unsupported crops. 

The Cuamman. All right. Let us get it clear because I want to 
know just how your organization stands. You are for price supports? 

Mr. Suuman. Yes, to assist farmers to market their production in 
an orderly manner. 

The Cuarrman. Of 75 to 90 percent—you are for diverted-acreage 
programs which would permit the Secretary to say what shall or 
shall not be planted ? 

Mr. SHuman. Yes, sir; on acres diverted from subsidized crop. 

The Cuarrman. You are in favor of cross compliance or multiple 
compliance, that is, if 1 farmer planted 5 basic crops he must comply 
with all of the rules and regulations or lose all benefits? 

Mr. SHuman. Yes. 

The Cuarrman. In other words, to sum it up, you are in favor of 
less supports and more controls? 

Mr. Ranvoten. No. 

Mr. SHuman. No. Our statement points out that under a flexi- 
ble price-supports program it would not be necessary to have as much 
acreage diverted, and consequently less controls. 

The Cuarrman. All right. 

Mr. Suuman. So we do not believe there would need to be 38 million 
diverted acres. 

The Cuarrman. I do not care if it is less—you are advocating more 
controls right now than Mr. Benson is advocating—more than we 
ever have had—that is right; are you not? So you are in favor of 
lower supports and higher and more controls. 

Mr. SHuman. We are for flexible price supports with less controls. 
We are for enforcement of the control of diverted acres when rigid 
price supports demand holding acres out of production. 

The Cuarrman. All right, sir. To sum it up then you actually do 
not believe that price supports will control the acreage; do you? 

Mr. Stupson. Will you yield? 

Mr. Suuman. I never said that. 
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The Cuarrman. That is the conclusion you must come to. 

Mr. Suuman. I do not see that. 

The CHarrmMan. You say you are for lower — which will 
bring down production, and that you want the Secretary to have 
control over the diverted acres. 

Mr. Stwpson. Will you yield? 

The Coatmrman. Yes. 

Mr. Srwpson. I do not see anything unusual about Mr. Shuman’s 
position for the very simple reason that the American Farm Bureau 
Federation last year came out for flexible and the Grange testified 
that they wanted the 90 percent for 1 year and the Farmers Union 
came in and said that they wanted 100 percent and more if they 
could get it. There are the 3 main farm organizations in the United 
States, all with a different view, just exactly as 3 farmers out in a 
county seat. 

The Cuarrman. I know that. I want to get this view clear, because 
the Farm Bureau functions in North Carolina as it does in other 
States. I want the people in North Carolina to know that the Farm 
Bureau Federation stands for lower prices and more controls. 

Mr. Suuman. That is not a correct statement of our position. 

The Cuamman. Please give it to us correctly, then. 

Mr. Suuman. Our position is that we are for farmers having an 
opportunity to get a better income which will result from a flexible 
price-support program. Flexible supports make it unnecessary to 
have a great reduction in acreage as is required under the 90 percent 
rigid supports. 

The Cuarmrman. The thing you seem to object to is that I combined 
your thinking. Let us take it separately. You do favor the lower 
flexible price-supports program in preference to the 90 percent rigid 
price-supports program ? 

Mr. SaHuman. We favor the principle of flexible price supports— 
flexible from 75 to 90 percent for the basics. 

The Cuatrman. You are in favor of a diverted acreage program, 
just as we have discussed it a moment ago, which would let the Sette’ 
tary say what shall or what shall not be planted on them ? 

Mr. Suuman. Yes, sir; where it is necessary to adjust production we 
are in favor of protecting other commodities from diverted acreage. 

The Cuarrman. Is that more control than we have ever had for the 
American farmer in the history of the Republic ? 

Mr. Suuman. No; I donot think so. 

The Cuarrman. Do you know why the Secretary was unwilling to 
do in the year 1954 and the year 1955 what you are now advocating he 
should do? 

Mr. Suuman. We donot know why. 

The CuatrmMan. But you know he did start out on the multiple- 
compliance program ; do you not? 

Mr. Suuman. Well, I think there was a change in his opinion, but 
I do not know why he changed. 

The Cuatrman, All right. He has a perfect right to change it. I 
am glad he changed it. 

Now you are for what we called the Holland amendment, which takes 
the ACP program and its benefits away from the farmer who acci- 
dentally or unwittingly or wittingly or deliberately overplants a small 
part of his acreage ¢ 
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Mr. Suuman. I believe the existing law provides for the ACP to be 
contingent upon compliance with allotments; does it not? 

The Cuatrrman. What is that? 

Mr. Suuman. Does not the existing law provide that incentive 
payments under ACP shall not be paid for exceeding allotments ? 

The Cuatrrman. The Holland amendment, the act of 1954, requires 
it. 

Mr. Suuman. In the act of 1954? 

The Cuarrman. We had to take it. 

Mr. Suuman. That isthe existing law. 

The Cuarrman. We did not want it. We had to take it. Did you 
know that the Secretary is against it now ? 

Mr. Suuman. I saw in the newspaper that someone had testified 
against it. 

The Cuarrman. Did you know that this committee recently reported 
a bill out to repeal the Holland amendment ? 

Mr. Suuman. No; I did not know that there had been one reported. 

The CuatrmMan. Do you know anybody else in America who is for 
it, except you and Mr. Holland ? 

Mr. Suman. I have not made any attempt to go beyond the posi- 
tion of the Farm Bureau. 

The CHatrman. You are the only two that I know of. Mr. 
Randolph, are you for it? 

Mr. Ranpotpen. Yes. 

The Cuarrman. That makes three. Now you said something about 
our exports. 

Do you know that the Secretary made this statement in the com- 
mittee room the other day : 

Our exports are expanding from the low postwar point that had been reached 
in 1952 and 1953. Total value of agricultural exports for the 11 months’ period, 
January to November 1954, was 7 percent above the same in 1953. We believe 
that the tide has turned. Agricultural exports will continue to increase. 

That was all under the 90 percent firm price-supports program. 

You are painting a different picture. You said that we are losing 
onexports. The Secretary says that we are gaining. 

Mr. SuHuman. Mr. Chairman, the Secretary’s report was on the 
trend of the recent months. Our statement applied to the downturn 
in exports over the last 2 or 3 years. Whether or not this upturn is 
real and firm I am not qualified to say. 

The Cuarrman. One other question. Do you think that the Ameri- 
can farmer would have freedom on the farm, and do you think that 
he should operate under the ancient law of supply and demand ? 

Mr. Suuman. Well, our position is not one of going completely 
to the law of supply and demand because we favor a price-support 
program that does not guarantee a profit but helps farmers to market 
their produce throughout the marketing year. 

The CHarrMAN. You just want to go three-fourths of the way with 
that ? } 

Mr. Suuman. We favor a flexible price support type of program 
which permits price to do the major job of adjusting supply to demand. 

Mr. Ranpoupu. I would like to make a comment. 

The Cuairman. Let me ask you this: Do you favor the law of sup- 
ply and demand as applied to agriculture ? 


§9214—55——_13 
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Mr. SHuman. We think that the law of supply and demand has 
not been repealed. 

The CHatrman. All right. Are you for the control laws that we 
have on the books, the acreage allotment and marketing quota laws? 

Mr. SHuman. Yes; we are for the law as it now stands. 

The Cuatrman. Sir? 

Mr. Sucman. We are for the law as it now stands, with some 
changes as indicated in our resolutions which are attached to my 
statement. 

The CHarrman. You are for the sugar program I suppose? 

Mr. Suuman. We favor a sugar program; yes. 

The CHarrmMan. With all of its controls and all of its subsidies, 
and all of its provisions—you favor the program ‘ 

Mr. Suuman. We favor the basic principles of the law. We also 
favor changes as indicated. 

The Cuairman. Do you favor the tobacco program { 

Mr. SuHuman. Yes. 

The CHarrmMan. Well, now if the tobacco program has worked 
and you favor that, and the sugar program has worked, and you 
favor that, can you tell me why you do not favor the program on 
cotton and other commodities ? 

Mr. Suuman. There is quite a bit of difference between sugar 
and tobacco and the other commodities. 

We think that there is a possibility that in a crop such as tobacco 
for which there is not a ready substitute and one which is raised on a 
very small acreage that 

The Cuairman. What do you mean can be substituted ? 

Mr. Suuman. There is no substitute for tobacco although shifts 
take place between the various types of tobacco used for a particular 
purpose. There is a substitute for cotton and most of the other prod- 
ucts. Sugar is a crop that we depend on being imported from other 
countries. Both of those crops are ones that are more easily controlled 
by Government than others could be. 

The CHarrman. You complain in your statement because the control 
laws had not been put into effect in the last 2 or 3 years. That means 
that you believe that the failure of the Secretary of Agriculture to 
impose the acreage-allotment law on wheat and on cotton in the re- 
cent years is somewhat responsible for the surplus supply we now 
have? 

Mr. SHuman. We think a prior Secretary was responsible in 1952. 

The CHatrman. So that argument is the same as stating that 
the Secretary should have imposed these laws on this program and 
put them into effect; is it not? 

Mr. SHuman. We think that the Secretary should have put them 
into effect in 1952. 

The Cuatrman. All right. 

Mr. SHuman. At the time indicated. 

The Cuatrman. All right, I am willing to agree with that. Now 
that he failed to do it why blame the farmer for it ¢ 

Mr. Suuman. Well, I said that the action of the Secretary in not 
putting into effect the controls was in part the blame—and I am in- 
clined to that belief—that it was only a part of the reason why we have 
these accumulations. 





PRICE SUPPORTS FOR BASIC COMMODITIES 189 


The Cuarrman. Of course, it was only a part. Our cessation of 
hostilities in Korea is another part; is it not? Do you think that 
the farmer should bear all of the burden in a changing world ? 

Mr. Ranvotru. That is the reason you have the set-aside. 

The Cuarman. What / 

Mr. Ranpoten. That is one reason for the set-aside. 

Mr. Suuman. I think if the farmers had been permitted to make 
adjustments at the time, which they would have under a more flexible 
price support program, they would be receiving far greater income 
today from these crops. They were not permitted to make adjust- 
ments because of rigid supports. 

The Cuatrman. I do not see how you can argue about that when 
cotton continues to sell above loan now. 

Mr. Suuman. It has not always been above the loan. 

The Cuatrman. I yield to Mr. Hope. 

Mr. Horr. Mr. Shuman, I was interested in what you said with 
respect to the function of price and the operation of price in affecting 
supply and demand, but I am wondering if price is very effective in 
the period like we have had since the war, and which we still have, 
where we have surpluses of almost all agricultural commodities. I 
can understand why when you do not have surpluses of all commodities, 
it is to the farmers’ advantage to shift from one commodity to another, 
because of some price advantages he sees. I can see price might have 
an effect in a situation of that kind. With that in mind, let me ask you, 
would there have been any reduction in wheat production if we had had 
less than 90 percent price supports for 1953 and 1954? I am using 
those 2 years because prior to that time we had a no wheat surplus. 
Our wheat carryover on July 1, 1952, was 256 million bushels which is 
certainly below what a normal carryover should be at this time. 

My question is, then, if we had had flexible price supports in 1953 
and 1954, and no other program for reducing acreage, would there 
have been a reduction of wheat acreage, in your opinion ¢ 

Mr. Suuman. Yes; I believe there would have been, particularly 
in the areas that have been expanding production quite rapidly. By 
that I mean the areas outside of what we usually know as the com- 
mercial wheat areas. I believe those farmers who have gone into 
wheat production and increased it in many areas of Illinois, Indiana, 
Ohio, Lirhigan, and many other States would not have been encour- 
aged to shift from the normal crops that they usually raise. 

Mr. Horr. Well, where would that acreage have gone if it had not 
gone into wheat ? 

Mr. Suuman. It would have been used for other purposes. 

Mr. Horr. What other purposes / 

Mr, Suuman. Other crops. 

Mr. Horr. What other crops? 

Mr. Suuman. I presume there would have been some more in soy- 
beans, more in corn, some more in clover pasture, and so forth. 

Mr. Hope. Is it not a fact, though, that in the areas to which you 
have referred corn is a better paying crop than wheat, and soybeans 
are a better paying crop than wheat, even at 90 percent? And during 
this 2-year period I am talking about there were no restrictions upon 
the production of soybeans, no restrictions upon the production of corn, 
except acreage allotments for corn in 1954 which were generaJly not 
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observed. So why would they have gone into wheat, shifted from 
other commodities to wheat, or stayed in wheat under those conditions? 

Mr. Suuman. Well, C ongressman Hope, I suspect that I could give 
my own example why we started growing wheat on our farm in 
Illinois when we had not raised any wheat for 15 years. We raised 
corn, soybeans, and legumes, but recently, about 3 years ago, we 
started raising wheat because of the 90- -percent price guaranty and 
because there was considerable more risk in other crops. 

Mr. Horr. That was not true so far as corn was concerned. You 
had not 90 percent price supports on corn. 

Mr. SHuman. We fed our corn. 

Mr. Horr. Yes. 

Mr. Suuman. To the livestock. 

Mr. Horr. But you still could have gotten 90 percent price supports 
if you had desired to do it on corn ‘and you would have produced 
more per acre, would you not, if your land had been in corn instead 
of wheat? Suppose you did not need any more corn to feed, you 
still could have grown corn and put it under the loan and gotten 90 
percent and gotten more per acre out of it than you would have gotten 
out of your wheat, would you not? 

Mr. Suuman. Not nec essarily. In fact, wheat fits in with the 
rotation where you can get a guaranteed pr ice out of it and not be 
subject to fluctuation. It fits very well, because we can sow it in the 
fall and harvest it at a period that is not in conflict too much with 
other operations. 

So when the Government guaranty came along and assured us 
that we would not have a variation in price, we reacted to the incen- 
tive of putting it into a crop which spread our labor. 

Mr. Horr. You say when the Government guaranty came along 3 
years ago? You have had that guaranty all during the war period, 
ever since 1944 you have had the Government guaranty of 90 percent, 
so far as that is concerned. You would have had the same incentive, 
would you not, during that period? That was the period when the 
Government was urging you to grow more wheat. 

Mr. Scnuman. No. 

Mr. Horr. You not only had the incentive of 90 percent but the 
incentive of the Government’s insistence that farmers grow more 
wheat because we needed more wheat, but you had all of the incentives 
then that you had in the last 2 years, it seems to me. 

Mr. Schuman. No, the Government price support during the 
period was not an incentive. The market price was far above the 
price support level and there were no farmers during that period who 
expected the price to go down as low as the price support. And so 
in our area—in our choosing between corn and soybeans and wheat, 
the price support was not a factor during the war and the immediate 
postwar inflationary period. 

The market price was the factor and the incentive was greater and 
the price was comparably greater than for the other crops. 

Mr. Horr. Well, if you will remember, wheat got up to almost $3 
a bushel during the war period—in 1947 it was up to around $3 a 
bushel. So you had a market price above that 90-percent guaranty. 

If price is an incentive I cannot understand why it was not an 
incentive at that time to the same extent that it has been since that 
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time; in other words, I do not see any change in the situation between 
the two periods that we are referring to—the period for 1953 and 
the period after 1953. 

Mr. SHuman. Well, the best reason I can give—and I have lived 
right with it for 25 or 30 years—is that in our area wheat is an alter- 
nate crop. We have experienced wide fluctuations normally in the 
price of wheat as well as the yield. 

We will not normally choose to raise wheat in preference to corn 
or soybeans for a cash crop unless there is some assurance that we 
will gain by it. 

In Illinois the 90 percent price support in the last 3 years has pro- 
vided an assurance which at planting time gave a greater income 
assurance from wheat than from corn or soybeans. 

Mr. Horr. Why has it been greater when price supports have been 
90 percent on corn and your acreage yield on corn, your production, 
are far greater than on wheat. If I understand it correctly, your net 
return per acre is greater on corn than on wheat. So why would that 
not be that incentive ¢ 

Mr. SHuman. The 90 percent price support on wheat is a relatively 
more attractive proposition for the farmers in our area than 90 percent 
on corn. 

Mr. Horr. You mean you get more net income from an acre of 
wheat than from corn, when both are at 90 percent ¢ 

Mr. Suuman. We are more certain. It is not always the amount. 
Sometimes it is the certainty along with ease of production, as well 
as fitting in with other operations. 

Mr. Horr. Well, 90 percent, that has applied to corn, too? 

Mr. SuumMan. Not to the same extent. We feed most of our corn. 
Furthermore, corn cannot be as readily transferred to Government 
storage as wheat. We must keep corn in farm storage the first year. 
And then there is the grade factor. It is harder to get corn to the 
required grade for the Commodity Credit Corporation than it is 
wheat. Wheat is much easier as a commodity to produce and deliver 
to the Government when the Government is in the business of buying 
farm commodities. 

Mr. Horr. It has been a lot easier in a good many cases to handle 
corn, rather than wheat because of the fact that you do not have the 
storage problem on corn that you have on wheat. It has been very 
difficult in the past at certain times, for a farmer to find storage for 
his wheat so that he could get his loan, but you can always put the 
corn in the crib on the farm and get a loan. 

So it seems to me that the situation is just the other way, so far as 
surplus is concerned. 

Mr. SHuman. That varies with regions. In our particular area it 
is much easier to find wheat storage that will meet Commodity Credit 
Corporation requirements in the commercial channels, than it is to find 
storage for corn. I am sure that is the opposite situation in Kansas 
and Nebraska. 

Mr. Horr. In the light of what we have said here, just back and 
forth, do you still think that we would have had reduced wheat acre- 
age in the United States if we had had flexible price supports during 
the last 2 years, we will say, than if we had had 90 percent ? 
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Mr. SHuman. Yes, sir: I believe we would have had a lower total 
acreage of wheat in the United States during the last 2 years if 
flexible price-support programs had been in effect. 

Mr. Horr. How much ? 

Mr. Suuman. That would be a speculative figure. I am not well 
enough versed in the statistics of production to even hazard a state- 
ment. I would be almost certain that the expansion that occurred 
outside of the normally commercial wheat area would not have oc- 
curred to the extent that it did. 

Mr. Horr. Of course, that is really not much. You speak about the 
increase in Illinois. That increase has been about what 3 or 4 Kansas 
counties would produce in a year’s time. That is your entire increase 
in Illinois. I am just giving my recollection of the figures. Over this 
period it has been about 900—I do not want to give the figures—I think 
it has been in acres, about 900,000 acres to 1,500,000 acres, something 
like that. 

Mr. Simpson. Will you yield? 

Mr. Horr. I want to verify those figures and put them in the rec- 
ord, but it has not been very much, compared to the wheat acreage in 
other areas. I will yield briefly. 

Mr. Stmpson. Mr. Shuman, when a farmer in Illinois puts in wheat 
is he doing it absolutely to rotate his crops ‘ 

Mr. SHuman. Congressman Simpson, wheat is a desirable crop for 
many farmers in their crop rotation. When the conditions are attrac- 
tive they will go to wheat. Before and during the war period we 
had reduced our wheat acreage in Illinois. 

Mr. Smueson. That may be, but has not wheat been considered a 
rotating crop in Illinois, not a money crop? 

Mr. Suuman. Yes, sir. 

Mr. Hops. It still is, is it not? 

Mr. Suuman. It is a money crop and a rotation crop. They would 
not raise it if they did not figure on getting more money out of it than 
they can get out of some of the other crops. 

Mr. Horr. Do they get more money out of it than they get out of the 
other crops? 

Mr. Suuman. Yes, sir. They get more money out of it than they 
do out of others, at the present time. 

Mr. Horr. More than they get out of that? 

Mr. SuHuman. That is, the competing crop. 

Mr. Hors. But has there been a shift from other crops to wheat in 
Illinois ? 

Mr. Suuman. I do not have the figures on the State, but I think 
there has been. My observation would lead me to believe there has 
been a shift from other crops to wheat. 

Mr. Horr. I personally think you would have had just as much 
wheat in 1953 as we had in previous years, no matter what the price- 
support level would have been and we would have had just as much 
in 1954 if we had not had the acreage allotments and marketing quotas 
to go into effect. 

Mr. Suuman. I beg your pardon? 

Mr. Horr. If I can have your attention. The thing that I am get- 
ting at is, our whole problem here has come from the fact that during 
the war we asked the farmers of this country to build up their pro- 
duction big enough to meet the wartime needs, and those needs con- 
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tinued until about 2 years ago. We had export outlets partly in com- 
mercial channels sad. nadie through the distribution of commodities 
in the way of Government programs that required a continuation of 
this greatly enlarged agricultural plant, one which had been built up 
to produce 45 percent more at the end of the war and the years since 
the war than it produced before the war. 

Is not the real problem the matter of reducing that production? 
The problem has been that you could not reduce it Geconne if you went 
out of one thing you simply went into another commodity, and brought 
it into surplus. 

It comes out of the fact that farmers simply cannot shut down their 
plants like a manufacturer can. Is not that the answer to the diffi- 
culty that we have had? 

Mr. SuHuman. I would agree, yes, sir, that our great difficulty is 
the readjustment of our plant to meet postwar needs. However, high 
price supports have attracted capital into agriculture that has greatly 
aggravated the situation. 

I would point this out that farmers adjusted their production of 
various commodities upward in response to price, not because some- 
body asked them to, and they will adjust their production downward 
in response to price, rather than from somebody asking them to do so. 

When the war ended and the Government continued to say, in effect, 
that they wanted continued production of these so-called basic com- 
modities, they said it by fixing the price at an attractive level. The 
farmers responded to that. They would not have responded to a 
request that was not backed up by price. 

Then when we failed to change the production orders by continuing 
the price incentive, the Secretary of Agriculture, as this committee 
will recall, in 1952 called on the farmers to reduce production, but 
the price level for support was continued the same. The farmers 
paid no attention to the request for reduction in production, as anyone 
would not have paid any attention, because the Secretary was asking 
for but not demonstrating that he wanted it by an adjustment in the 
price support. 

Mr. Horr. But you do not think that you would have gotten that 
simply by reducing the price—you do not think for a minute, do you, 
that we would have gotten any of these reductions in any substantial 
amounts, if it had not been for the control devices that were used ? 

Mr. SHuMAN. No, on the contrary, I do not believe that the control 
devices have been as effective as the proponents contend. I believe 
that the only satisfactory means of adjusting production is by price, 
and that all of the so-called controls will eventually get into difficulty. 

For a short period of time in some cases acreage control can have 
some effect, but in the long swing it is so unpalatable that I do not 
believe that the Congress will permit satisfactory acreage controls 
to be used and, therefore, I am convinced that the only real effective 
means of adjusting production is through letting price have a sub- 
stantial effect upon consumption and production. 

Mr. Horr. Take the case of corn, you had acreage allotments on 
corn last year. You are going to have them again this year. If price 
is the way to get at it, why are you having 90-percent price supports 
on corn next year, that is, this year of 1955? Why do you not just 
tell the Secretary that you want support prices reduced enough to 
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bring about the reduction in corn acreage that you think you ought to 
have? You are not doing that, though. You are going along and 
asking for price supports at 90 percent with a reduction in acreage, 
through acreage allotments. 

Mr. Suuman. In answer to your question, Congressman Hope, I 
would say this, that as far as corn is concerned the acreage adjust- 
ment program has not proved effective and the accumulation of what 
surplus we have, while not as bad a situation as wheat, we believe is 
the result of not changing the program to a more flexible basis at an 
earlier date. 

We advocated several years ago that this 90-percent price support 
on basics be changed to a flexible price-support program. If it had 
been done at that time and adequate flexibility permitted, we are 
firmly convinced by now we would have had adjustments in our 
production plant—in our production of these various commodities— 
to the place where we could have let the flexibility operate fully, 
but since it was not—and since the 90 percent was continued—these 
supplies accumulated. We do not think it is quite fair or workable 
to go completely over to a flexible price-support program without a 
period of gradual readjustment. 

Mr. Horr. You think that we have too much corn now ? 

Mr. Suuman. Yes; it is not as bad a situation as wheat. 

Mr. Horr. Of course not—it is not nearly as bad a situation as 
wheat. 

Mr. Suuman. No. 

Mr. Hope. But in spite of the fact that we have an over supply of 
corn you still think that the price supports on corn should be at a 
level which is a stimulus to production, if I understand you correctly, 
rather than down at a lower level which would induce people to go 
out of corn according to your theory ? 

Mr. SHuman. No; the best information I have is that the price 
support on corn for the 1955 crop has not yet been announced. I 
would set the level of support at the level indicated by supply and 
demand. 

Mr. Horr. Well, I thought you said something in your statement 
here about price supports on corn would be around 90 percent. 

Mr. Suuman. It would be slightly below, I think. I do not re- 
member about that. 

Mr. Hopr. I do not remember your exact language, but I got the 
impression that you thought it would be about 90 percent. 

Mr. Srson. Will you yield? 

Mr. Suuman. I do not recall that statement. 

Mr. Horr. I do not want to put anything in your statement that is 
not there. I thought you said something substantially like that. 

Mr. Stimpson. Will you yield briefly ? 

Mr. Horr. Yes; in just a minute. 

Here is the statement that I referred to, which is on page 5, the 
last paragraph on the page: 

As a matter of fact the support levels for all six basic commodities is still 
90 percent of parity and will be 90 percent or thereabouts for at least another 
year. 

I think that is what I had in mind. 

Mr. Suuman. The law really requires that with the set-asile and 
all of the other things in it—— 
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Mr. Horr. There is no set-aside on corn. 

Mr. Suuman. No. “Thereabouts” probably applies to corn, be- 
cause it will be slightly below, if the figures we have are accurate. 

Mr. Stmpson. Will you yield briefly ? 

Mr. Hope. Yes. 

Mr. Stwpson. Mr. Shuman, last year before this committee, before 
we had any drought they estimated that the carryover on corn would 
be about eight or nine hundred million bushels which only constituted 
a 90 days’ supply. I would like to set the record straight, that corn 
is in no way near the position of wheat. We certainly do not have a 
2-year supply of corn on hand. A large percentage of it stays on the 
farm. I think the record should be corrected to that extent, at least. 

Mr. Sauman. That iscorrect. The corn carryover has been reduced 
to the place where it is an illustration of why the flexible price-support 
program does not necessarily mean lower prices. When the supply 
goes down the price can move up, and it should move up. 

Mr. Stupson. A 90-day carryover supply of corn can certainly not 
hurt anybody in the United States when it is the biggest money- 
producing crop of all of the commodities. 

Mr. SHuman. Yes. 

Mr. Suwpson. That is all. 

Mr. Harvey. Would you yield? 

Mr. Horr. Yes. 

Mr. Harvey. Mr. Shuman, how many acres of corn did we have 
last year? 

Mr. SuHuman. I will have to look it up. It is somewhere in the 
neighborhood of 55 to 56 million acres, I think, of commercial corn, 
The commercial corn area in 1953 was 57 million acres. I do not 
know whether I have here the total acreage of corn in the United 
States, or not. We will be glad to get it for the record. 

Mr. Harvey. It was approximately 80 million acres. 

Mr. SHuman. In 1954 to 1955 the preliminary estimates were that 
81,893,000 acres would be planted. 

Mr. Harvey. How many did we have 10 years ago? 

Mr. SHuman. In 1944, it was 95,475,000. 

Mr. Betcuer. Will you yield? 

Mr. Harvey. I have another question. That means, in other words, 
we have had a continuing decrease in corn acreage in the last 10-year 
period, does it not? 

Mr. Suuman. The big decrease was in the year 1944 to the year 1945 
when it dropped to 89 million and it remained in approximately that 
level until 1950 when it dropped another 4 million acres. 

The big decrease was between the year 1946 and 1947. 

Mr. Harvey. The corn acreage then, apparently, has not gone up 
in response to the price stimulus? 

Mr. Suuman. The price stimulus was for competing crops and that 
was soybeans. That crop did not have a price support program that 
was effective. Market prices were considerably higher than support 
and thus were the most important in stimulating production. 

Mr. Harvey. The fact remains, does it not 

Mr. Suuman. I beg your pardon, which fact? 
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Mr. Harvey. I say the fact remains, does it not, that corn acreage 
has gone down in the past few years and that is evident in itself that 
it has not been stimulated ? 

Mr. SuHuman. That is right. However, while the acreage went 
down the production remained practically the same. 

Mr. Harvey. Would you not agree that the biggest factor in corn 
yield has been the weather ? 

Mr. Suuman. No, not necessarily. The weather is a variable factor. 
In some years it is true, but the biggest factor that has caused the yield 
of corn to go up has been the increase in fertilization and the increased 
use of hybrid corn. 

Mr. Harvey. The total yield has not gone up? 

Mr. Suman. Yes. The yield per acre has gone up. 

Mr. Harvey. I am talking about the total. 

Mr. Suuman. The total yield is up now to where it runs more com- 
monly, at 3 billion bushels as compared to about the maximum before 
1943 of 2.8 billions. 

Mr. Harvey. You just look at the record and you can see that in 
1947 and 1948, for example, there would be a very definite impact of 
weather upon the corn yield. I would say—it is my opinion, at least— 
that despite these other things of which you have spoken that weather 
still remains the greatest influential factor on corn yields? 

Mr. Suman. Weather is a very important factor. 

Mr. Harvey. And that you cannot determine the projected yield 
on the basis of the acres because of the weather factor. 

Mr. SHuman. That is true. 

Mr. Harvey. You are a corn-livestock man, are you not ? 

Mr. SuHuman. Yes, sir. 

Mr. Harvey. Is it not true that the greatest factor—the test 
function the corn program has served is to level out the spelt the 
ROCNRSAE YT SPECT, of grains for livestock feeding purposes through 
the years? 

Mr. Suuman. Well, I would not agree that that has been the result. 
It has, in some cases, resulted in more abundant supplies of corn than we 
would otherwise have had. If you mean to level out at a high level of 
production, yes. 

Mr. Harvey. Are you saying that we have had too much feed grains? 

Mr. SHuman. We have a surplus of feed grains in this country, 

es. 
" Mr. Harvey. Do you think we now have a surplus of feed grains? 

Mr. SHuman. Yes, sir. 

Mr. Harvey. How much surplus, percentagewise would you say we 
have ? 

Mr. Suuman. We had a carryover of about 900 million bushels of 
corn October 1, 1954. I do not know how many tons of grain sor- 
ghum. We have quite a surplus of grain sorghum. And we have a 
considerable surplus of oats. So we have a surplus of feed grains. 
The amount of grain per animal unit is now 29.7 bushels. During 
the period 1935-40 it was 23.6 bushels. 

Mr. Harvey. I thought I understood you to corroborate Mr. Simp- 
son’s statement that the present reserve of supply we had was not 
unusual or of an unnecessary amount. 

Mr. Suman. It is not alarming, but it is more than normal and 
more than necessary. 
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Mr. Harvey. Well, now, let me ask you this question: Do you think 
that the corn, hog, livestock section of the United States—of your 
State and my own State of Indiana—would be better off without 
any support-price program ? 

Mr. SHuman. No; I would not say that it would be better off with- 
out any price-support program, in view particularly, of the large sup- 
plies that now exist. I am sure that the general farmers and the 
livestock farmers would be in a better situation under a flexible price- 
support program where feed-grain prices were permitted to vary. 

Mr. Harvey. Do you buy any grain? 

Mr. SuHuman. Yes; I bought some last year. 

Mr. Harvey. Would you prefer then, to have $1 corn to $1.50 corn? 

Mr. SHoman. It depends upon what the price of the livestock is. 
Dollar corn is always a bargain to a feeder compared to dollar and 
a half corn. 

Mr. Harvey. Suppose you had the opportunity to fix the price of 
corn then, at $1 over a period of time, would you consider that would 
ve a better buy ? 

Mr. SHuman. No, sir; because if the price of corn is fixed at any 
certain figure and maintained there, whether it is $1 or $1.50 or $2, it 
will soon have a disrupting effect upon the livestock industry. We 
have experienced that with the present program. I do not favor 
fixing the price of corn at any fixed level. 

The CHarrMAN. Are there any further questions? 

Mr. Horr. I have one. [I had not finished. 

Mr. Harvey. I asked Mr. Hope to yield. I hope that you will 
pardon me for taking so much time. 

Mr. Horr. That is all right. I appreciate your taking the time to 
ask pertinent questions. I did not want the Chair to be under the 
misapprehension that I was finished. 

The Cuairman. I was not. 

Mr. Horr. At this time, Mr. Chairman, in view of the colloquy be- 
tween myself and Mr. Shuman as to the competition between corn and 
wheat in Illinois for acreage, I would like to put into the record figures 
taken from the Department’s publication entitled, “Crop Reduction, 
1953-54 Annual Summary Yield Production of Various Crops,” show- 
ing that in 1953 the average yield of corn per acre in Illinois was 54 
bushels; and for 1954 the yield was 49.5 bushels; the average yield of 
wheat for 1953 was 27 ea per acre, and for 1954 it was 29 bushels 
per acre. I would like also to insert the loan rate on corn and wheat 
for 1953 and 1954 in Illinois. The 1953 loan rate on corn varied from 
$1.00 to $1.65 per bushel according to the locality, and in 1954 the 
rate was from $1.62 to $1.68 per bushel. The loan rate on wheat for 
1953 was from $2.28 to $2.37 per bushel, depending upon locality, 
and the 1954 rate was $2.32 to $2.42 per bushel. 

Mr. Shuman, there are one or two other questions that I would 
like to ask. 

On the question of wheat, What is the answer to the wheat problem ? 
That is certainly the most serious problem we have, so far as the basic 
commodities are concerned. What do you think the answer is? 

Mr. Suuman. There is no simple answer when we have such a tre- 
mendous surplus on hand. The first part of the answer, though, is 
to do everything we can to get rid of the existing surplus. But right 
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along with that you cannot separate the two. It does not do any 
good to get rid of the existing surplus unless we do something to let 
price have its proper function, indicating that adjustments need to 
be made. 

So our answer is, an aggressive program to sell as much of the 
surplus as we can, primarily through export, and then to have some 
flexibility in the price-support level so that adjustments can be made 
by both the consumers and the producers of wheat. 

Mr. Horr. Would your adjustments in the price-support levels 
have any effect upon the consumption of wheat for human food ? 

Mr. Suuman. I do not think that it would have a great effect upon 
the consumption for human food, but it certainly would have a insalied 
effect upon the use of wheat for livestock. Then, of course, if price 
had a chance to play its part, we would not see the market taking 
the nonmillable grades of wheat at the same price that it has taken 
such wheat under the price-support programs. That is a very real 
part of the problem in wheat. ‘There has been a shift of production 
over to varieties of wheat that are of poor milling quality and are 
only produced for Government storage. 

Mr. Horr. Of course, I agree with you that there is a great problem 
there, yet I am wondering when you say nonmillable grades of wheat 
just what do you mean? Would you rule out all soft wheat? 

Mr. Suuman. No, sir. 

Mr. Horr. The fact is that we have to have some soft wheat for 
certain types of flour. So how will you arrive at your distinction 
there? I am using this as an illustration, so far as these figures are 
concerned. Let us say that we produced 400 million bushels of soft 
wheat and we used 100 million bushels for milling purposes. Where 
would you draw the line? Would you say that 100 million bushels 
of soft wheat should be entitled to the loan and the other 300 million 
bushels would not be entitled to it? I do not know how to answer that. 

Mr. Suuman. You certainly point out the problem that is really 
an illustration of the impossibility of Government price-fixing pro- 
grams working satisfactorily. In a commodity which is as widely 
grown with as many different qualities as wheat, the only answer 
to it is to let market price determine which grades they want until 
we get to the place where, through more flexibility in price support, 
the market price and the demand in the market can differentiate. 

There is no way that I know of that you can arbitrarily say that 
this soft wheat is millable and this is not, or even to distinguish in 
hard wheats. 

I think the market price is the only satisfactory way that you can 
bring order out of this chaos. 

Mr. Horr. Would you do away with flexible price support ? 

Mr. SHuman. We would favor the principle of flexibility with the 
hope that a range of 75 to 90 on the basics would permit enough 
variation in ,price to permit the market to be cleared. 

Mr. Hors. That still would not get prices down to where very much 
wheat could be used for livestock feed ; would it? 

Mr. SHuman. I would think that some of the wheat would possibly 
be used for livestock feed under that amount of flexibility, if mod- 
ernized parity were permitted to go into effect; but again, it is a 
matter that would have to be tried. 
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Mr. Horr. You would have to get it lower than that to get the price 
down to where it would be competitive with other livestock feeds; 
would you not? 7 

Mr. Suuman. Well, I am not sure, but what it would be competitive 
with some of the grades, especially if there was a tightening up in 
the grades that were acceptable by the Commodity Credit Corpora- 
tion. 

Mr. Horr. If we got wheat down to 75 percent of parity it would 
still not enable us to export a lot of surplus. 

Mr. SuHuman. I presume that there would still be under the Inter- 
national Wheat Agreement some subsidy at that level, but if the price 
support was on a flexibile basis there is no reason why we would 
not see the same condition existing as is commencing to exist now even 
with the 90 percent rigid, that is, the grades of wheat that are in 
demand bringing more than the price support. This present situa- 
tion in wheat is commencing to illustrate the impossibility of Govern- 
ment price fixing, because there is no market for the bulk of the wheat, 
except the Government, whereas in the case of millable grades 
premiums are being paid. 

Mr. Horr. That is because of the fact that most of the wheat is 
under loan. Otherwise, I do not think that there would be any 
premium for the better grades of wheat right now. There might be 
some discounts on the lower grades, but I doubt if there would be much 
premium on the better grades, except for the fact that so much of it is 
under loan or owned by Commodity Credit. I think that is what is 
bringing about these premiums. 

Mr. SHuman. If there is a premium being offered, I would think 
that if the Commodity Credit Corporation could deliver it they would. 
I think that the problem is that the Government cannot deliver the 
grade that is wanted. 

Mr. Horr. Let me ask you this question, and then I want to con- 
clude. Do you not think that a commodity which is in a special 
situation of its own requires a program that could be worked out to 
deal with the problems of that particular commodity? We recognize 
that in the case of other commodities, in that, we have a tobacco 
program and a special sugar program, and a special wool program. 

I think we can say we have a special corn program now because 
last year we repealed the provision that is common in the case of all 
of the other basic commodities, prividing for marketing quotas on 
corn. So corn has a special program, different from the other basic 
commidities. Do you not think we are going to have to approach this 
wheat situation is trying to work out a program that fits the needs of 
that particular commodity ? 

Mr. Suuman. I do not believe that any of the programs that are 
called special wheat programs could be worked out. I think that the 
problem of wheat is one of securing greater freedom of price to operate 
rather than less, 

I do not quite agree that corn is a special program. Actually, we 
have asked and received less program for corn than for other com- 
modities in the basic commodity list. My opinion is that the real 
and only answer for wheat is about the same thing. 

Mr. Horr, What do you mean you are asking less for corn ? 
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Mr. SHuman. No quota—no authority for quotas on corn—— 

Mr. Hore. That is true, but you have a program which has less re- 
strictions on it in the case of corn than you do in any other basic com- 
modity, in other words, you have no restrictions upon your producers, 
so far as corn is concerned, except the restrictions that individual pro- 
ducers may choose to put upon themselves. That is true, is it not? 

Mr. Suuman. The basic change was in doing away with the quota 
authority for corn. 

Mr. Horr. Yes, so now it is up to each individual whether he reduces 
his acreage—whether you have acreage allotments or not. 

Mr. SuHuman. He is not eligible for price supports if he does not 
comply 

Mr. Hore. That is the choice he has. He reduces the acreage and 
stays within the allotment and is eligible for price supports or he can 
stay out if he prefers and not accept the acreage allotment. 

Mr. Suuman. Basically, our opinion is that the drastic situation 
that wheat finds itself in, is a result of Government intervention and 
Government action. The answer to it is less Government, not more. 

Mr. Horr. What Government action are you speaking about now? 

Mr. Suuman. The 90 percent of parity price upon wheat continued 
beyond the period of time when the demand would justify it. 

Mr. Horr. It seems to me this is immaterial. We got the acreage 
up to a certain point, during and following the war, part of it may 
have been by Government action but I think in the main it was because 
of the great demand. As I said earlier, we had no surplus until 1952- 
we had no wheat surplus—so whatever our surplus is in wheat, it has 
occurred since that time. It has been more or less a combination of 
circumstances, large crops in this country and large world crops, 
mainly because of good weather. Wheat is more susceptible to weather 
conditions than almost any other crop, because a large part of it is 
grown in areas where the weather conditions vary widely. 

I simply want to say again I value your opinion but I do want to 
disagree with you on this. point. I think we would have had just as 
much wheat if we had had flexible price supports during the last few 
years, as we had with the 90-percent program. But that is a point 
that we cannot settle here. 

The Cuamman. Thank you very much. 

We will have to adjourn in a minute. Mr. Poage wants to ask some 
questions, but I want to get Mr. Baker on for a very brief statement, 
if you do not mind. 

Thank you very much, Mr. Shuman. 

Mr. Suuman. Thank you. 

The Cuamman. We will hear now from Mr. John A. Baker. We 
will be glad to hear from you briefly, and permit you to conclude your 
statement tomorrow, and you may submit the entire prepared state- 
ment if you desire. 


STATEMENT OF JOHN A. BAKER, ASSISTANT TO THE PRESIDENT, 
NATIONAL FARMERS UNION 


Mr. Baxer. Mr. Chairman and members of the house committee, for 
the record, I appear in behalf of the National Farmers Union. I am 
John A. Baker, assistant to the president for research and legislative 
service. 
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Jim Patton, our national president, and Glenn Talbott, chairman of 
the executive committee, had planned to participate in your hearing, 
but were called to Denver to lock after pressing organizational busi- 
ness this week. 

With your permission, Mr. Chairman, I would like to introduce to 
you the members of our national board who are here today at our 
hearing. Mr. Edwin Christianson of the Minnesota Farmers Union. 

The Cuarrman. We are glad to have you here. 

Mr. Baxer. He made the trip to present a brief statement. And 
Mr. Kenneth Hones, president of the Wisconsin Farmers Union, and 
Mr. John Raber, president of the Indiana Farmers Union. 

The Cuarrman. We are very glad to have you gentlemen here. 

Mr. Baxer. We wish to commend your committee, and we do 
strongly commend you, for your quick and firm initiation of action 
designed to repeal the sliding scale. America’s farmers are hurting, 
they are being grievously punished, through no fault of their own. 

We wish to cooperate fully with the committee’s desire for brief 
hearings. The record of recent hearings of this committee is full of 
the statements of farmers and Farmers Union members, of consumer 
representatives and of other citizens all over the Nation. We see no 
need for further cumulative testimony. The need of the time is for 
speed in getting the sliding scale law repealed. I understand that 
the scope of these hearings is limited directly to the subject of H. R. 12 
and similar bills, repealing the sliding scale for the six basic commodi- 
ties and restoring mandatory 90 pere ent of par ity supports. We shall 
comply with the chairman’s request and address our testimony to the 
level of support for the six basic commodities. The legislative pro- 
visions for basics sets the pattern for the entire price support program. 

The Eisenhower sliding-scale law and philosophy have resulted in 
repeated cuts of the price-support level for milk and butterfat, for 
corn, oats, rye, barley, and grain sorghum, and for cottonseed, flax, and 
soybeans. The sliding-sc: ale philosophy caused the administration to 
sit complacently aside while prices of beef cattle, calves, and lambs 
tumbled from well above parity to less than 70 percent of parity. 
Sliding-scale thinking prevented action to stop disastrous drops in the 
prices of eggs and chickens, even though high ranking partisans, in- 
cluding the national chairman of the President’s own politic: al party, 
were reported by the press to have called in person to urge remedial 
action at the summer White House in Denver. As the members of 
your committee know, prices of pullet eggs were allowed to drop as 
low as 6 cents per dozen. So low, in fact, that one successful candi- 
date for Congress was reported to have carried a hen du ring the cam- 
paign and didn’t bother to save the eggs because they were so cheap. 

The result of this inaction, as members of the committee know, 
Mr. Chairman, has been a severe drop in farmers’ gross income from 
sale of commodities produced by them. And, an even greater cut in 
the net farm income available for family living—that is the wages 
or take-home pay for the operator’s family labor and management. 

I would like to show this chart that I brought along that illustrates 
this statement rather graphically. This right- hand bar is the 1952 
actual average farm in the United States. 

The gross income of that average farm in 1952 was $6,773. Pro- 
duction expenses $4,200, leaving about $2,500 for family living. 
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In 1954 gross income had dropped to $5,900, with operating ex- 
penses depreciation still taking up almost $4,000, leaving only $1,900 
for the family to live on. 

At the bottom of the sliding-scale costs would still be about $3,800; 
the gross having dropped to $5,000 and would leave only about $1,300 
for family living. 

To put it another way, in 1952 the average farmer and his family 
in the United States was able to earn about $200 a month. At the 
bottom of the sliding scale that has been proposed to you here this 
morning, and I understand it has been said to be a step in the right 
direction—at the bottom of the sliding scale, it would only be about 
$100 a month for the average farm family in the United States. 

In 1954 we were already half down to $150 a month. 

Mr. Baxer. Mr. Chairman and members of the committee, we sub- 
mit these simple but eloquent facts demand early action to repeal the 
Eisenhower sliding scale. 

We have listened with interest to the witnesses who preceded us for 
a contemporary farm organization which urges your committee to 
leave the sliding-scale law on the books. In this matter we are con- 
vinced that they are not representing the majority opinion of farm 
people, nor the best interests of the Nation’s farm families. We urge 
early enactment of H. R. 12 as a firm step in the right direction. 

We appreciate the opportunity to come back tomorrow. 

The CuHarrmMan. You will be here tomorrow and complete your 
statement. 

Mr. Baker. We will, yes, thank you. 

The Cuamrman. We will adjourn, then, now until 10 o’clock to- 
morrow morning. 

(Whereupon, at 12:10 p. m., a recess was taken until 10 a. m., 
Thursday, February 24, 1955.) 
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(The chart is as follows: ) 
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THURSDAY, FEBRUARY 24, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 
The committee met, pursuant to adjournment, at 10 a. m., in room 
1310, New House Olfice Building, Hon. W. R. Poage, of Texas, 
presiding. 

Mr. Poace. The committee will please come to order. 

Mr. Baker, I believe that you were testifying yesterday and had 
not completed your testimony. We will be delighted to hear fur- 
ther from you at this time. 

Mr. Baxer. Thank you, Mr. Chairman. Instead of my picking 
up where I left off yesterday morning, I will ask Mr. Edwin Chris- 
tianson, a member of the national board of the Farmers Union and 
president of the Minnesota Farmers Union to make a brief oral state- 
ment. Then I will resume, following him, with where I left off 
yesterday. 

Mr. Poaeer. If you will, please. 


STATEMENT OF EDWIN H. CHRISTIANSON, PRESIDENT, MINNESOTA 
FARMERS UNION OF NATIONAL FARMERS UNION 


Mr. Curistranson. My name is Edwin Christianson. I am presi- 
dent of the Minnesota Farmers Union and I wish to associate my- 
self with the testimony that has been given and will be given today 
by John A. Baker, on behalf of the National Farmers Union. I 
wish to thank this committee for the opportunity to appear in 
regard to price support measures for the bnaie commodities. I am 
not going to take the time of this committee to read the testimony 
that I have prepared, but merely read a few paragraphs, and re- 
quest that the entire statement be made a part of the record. 

I want to say, from the outset, that the change to a flexibte sup- 
port program made in the 1954 "Agr icultural Act, I believe, was a 
serious mistake, and that mandatory 90-percent supports should be 
restored immediately by Congress. 

The flexible support system is unworkable by its very nature and 
will aggravate rather than solve our agricultural problems. 

Farmers now are already in economic trouble at present prices. 
I do not see how anyone can argue that the farmer’s position will 
be improved by cutting his prices and income. 

The theory of flexible support is that through lowering the price 
support in the face of surpluses that we will discourage production, 
cut surpluses, and encourage consumption. 
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The fault in that reasoning is that those who favor flexible supports 
seem to overlook the fact that under such a system the whole general 
price level is lowered. If just one crop were raised or lowered in 
relation to the general price level, there would be a tendency among 
farmers to move into or move out of production of the item. But 
when the general price level is lowered: as it would be by applying 
the flexible supports to the basic commodities, there is no place left 
to shift. There would be no significant change in price relationships 
of the various crops. Wheat and corn at 75 percent of parity still 
would be the most attractive crops because the supports of other 
crops would be correspondingly lower. 

Your committee is very well aware of the stability which the loan 
program on basics has given to the farmer and to the food supplied 
the country. You are also aware of the small cost to the taxpayers of 
the country. It is a well-known fact that the first 20 years including 
1953 of protection on the basic crops, showed a net loss of only $20 
million, and that some of the crops anal a net profit. 

[ believe that there is a sounder method of evaluating the worth of 
the support program than to talk merely of the profit and loss to 
the taxpayer. The real measure is what it has done for the economy 
of the Nation. During the twenties, the 32 period wheat prices aver- 
aged 69 percent of parity and corn prices 65 percent of parity. Dur- 
ing a 12-year period under the support program wheat has averaged 
86 percent of parity and corn 93 percent of parity. Translate this 
into terms of value added to the wheat and corn marketings during 
the support period, the answer is not that each dollar has paid for 
itself—each dollar spent in the wheat-support program has repaid 
itself 25 times in the value added to the farm economy. Each dollar 
spent in the corn-support program has repaid itself 33 times in the 
value it has added to the farm economy. 

I do think that there is no question that a 90 percent support pro- 
gram on the old parity formula is justified completely by the facts, 

Minnesota is a great dairy State and we hope that this committee 
will see fit to consider the dairy problem and include milk and butter- 
fats as basic commodities in the program. 

Again, thanks to the chairman and to the members of the committee 
for the privilege of appearing before you and I will now turn the 
thing over to John Baker for the continuing of his testimony of the 
National Farmers Union. 

Mr. PoaGe. May I ask you a question right there in connection with 
your last statement about the dairy problem which I think is one 
of the most difficult that this committee has to wrestle with because, 
as I see it, no one has brought up a very good answer. I think we have 
a workable answer for the basic commodities, even though some people 
will not let it work. But, we have not had an answer that has weeiied 
to me in regard to the dairy problem. Yet this committee recog- 
nizes, in spite of what some people have said, that the dairy problem 
is one of the great problems of the Nation. We have handled the 
basic commodities on the theory that if the farmer was willing to make 
some sacrifices to bring his production into line with the demand, that 
the Government then would give him a special type of assistance that 
would not be available to him unless he was willing to bring his pro- 
duction in line with the demand. 
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The dairy industry has, up until the present, never worked out 
such a program. Do you believe that we should now apply to the 
dairy industry the same general principle that we have applied to the 
basic commodities in the past, that is, control of production ? 

Mr. Curistranson. I do believe that the dairy farmers would agree, 
pe haps, to such a plan. 

Mr. Poace. And would you go far enough to agree with me that you 
probably ¢ cannot give the same degree of support to dairy products 
that we give to the basic commodities unless and until the dairy 
industry does accept such restrictions on production ? 

Mr. Curisttanson. I believe that the dairy farmers in Minnesota 
would feel somewhat favorable toward a program of a support basis 
comparable to the basic support of 90 percent or 100 percent of parity, 
with controlled production. 

Mr. Poage. I represent a cotton area although I am in the dairy 
business myself. May I say that as one of the representatives of the 
cotton area, that I think I can state that all of the people in our section 
of the country will gladly support legislation that will give to the 
dairy industry exactly the same degree ‘of support that it has given to 
the basic commodities provided we have exactly the same degree of 
control of production. You will agree that this is fair, won’t you? 

Mr. Curist1anson. I believe that our people at le: ast would give 
it a very serious consideration if such a proposal were made. 

Mr. Jounson. I would like to say right here that ever since I have 
been down here in Washington, since December 1, 1954, I believe that 
practically every time I have met the temporary chairman, Mr. Poage, 
and talking about the dairy farmer that the answer I have been get- 
ting from him and other members of the basic group is, well, if your 
dairy farmers will take controls the same as cotton and peanut and 
tobacco farmers, corn and wheat, we are willing to go along with you. 
But every time I get the answer, the dairy farmer does not want con- 
trol. Isn’t that what you have been telling me ? 

Mr. Poacr. That has been my impression. 

Mr. Jonnson. Is that what you have been told by the dairy inter- 
ests ¢ 

Mr. Poacr. That is what I have been told; yes, sir. 

Mr. Jounson. I wonder whether a lot of the statements have not 
come from the processors and the people that make more money, if 
there is an overproduction of butter and cheese, than when there is 
just a normal production, or what the country can consume. They 
work on an overage, you know. 

Mr. Poacr. There is not any doubt but what there are some who 
make money as a result of the overproduction on the part of the 
farmer, or at least production of any commodity that the market will 
not immediately absorb. There are some people who obviously profit 
as the result of that situation. 

Mr. Jounson. I notice the president of the Wisconsin Farmers 
Union is here. I want to know whether he agrees. 

Mr. CuristTr1anson. Just for clarification, when I mentioned in my 
statement the dairy farmers in Minnesota. I actually meant there to 
refer to the average dairy farmer in Minnesota. 

Mr. Poace. I am primarily interested in that average dairy farmer. 
If the gentleman from Wisconsin cares to answer. We shail be glad 
to have him. 
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(Mr. Christianson’s statement follows :) 


STATEMENT OF EDWIN H. CHRISTIANSON, PRESIDENT, MINNESOTA FARMERS UNION 
AND MEMBER OF BoarRD OF DrrReEcTORS OF NATIONAL FARMERS UNION 


For the record, my name is Edwin Christianson. I am president of the 
Minnesota Farmers Union, and I wish to associate myself with the testimony 
given here today by John A. Baker on behalf of the National Farmers Union. 

I wish to thank this committee for the opportunity to appear in regard to price- 
support measures for the basic commodities. 

I want to say from the outset that I believe that the change to a flexible 
support program made in the 1954 Agricultural Act was a serious mistake and 
that mandatory 90-percent supports should be restored immediately by Congress. 

The flexible support system is unworkable by its very nature and will aggra- 
vate rather than solve our agricultural problems. 

Farmers are already in economic trouble at present prices. I do not see how 
anyone can argue that the farmer’s position will be improved by cutting his 
prices and his income. 

The theory of flexible supports is that through lowering the price supports in 
the face of surpluses that we will discourage production, cut surpluses and 
encourage consumption. 

The fault in that reasoning is that those who favor flexible supports seem to 
overlook the fact that under such a system the whole general price level is 
lowered. If just one crop were raised or lowered in relation to the general price 
level, there would be a tendency among farmers to move into or move out of 
production of the item. But when the general price level is lowered, as it would 
be by applying the flexible supports to the basic commodities, there is no place 
left to shift. There would be no significant change in price relationships of the 
various crops. Wheat and corn at 75 percent of parity still would be the most 
Renae crops because the supports of other crops would be correspondingly 
ower. 

I would call your attention to exhibit 1, which shows some of the experience 
we a had in this country at times when the general farm price level has been 
lowered. 

In exhibit 1, you will see that in three periods of recent history that we have 
had a general lowering of the farm price levels, the result has always been an 
increase in farm production. At the same time, consumption has been virtually 
unchanged. Even with a 40- to 50-percent drop in farm prices no important gain 
has been registered in consumption. 

Because there is no reduction of production due to lower prices there can also 
be no reduction of surpluses. The truth is that the surpluses actually grow in 
size because of the added production and because the recession in the agricultural 
part of the economy slows down the general economy. 

Using wheat as an example, I would call your attention to exhibit 2 which 
shows our experience during the same three periods of years used in the previous 
example. After a 3-year dip in wheat prices ending in 1922 the carryover of 
wheat was up 11 percent. After a 2-year dip in prices from 1930 to 1982, the 
wheat carryover was up 28 percent. After a 3-year dip in wheat prices ending 
in 1939, the wheat carryover was up 71 percent. 

Summing it up, lower price levels, such as we will have under the program of 
flexible supports and modernized parity, will cut farm income sharply and will 
increase production, increase surpluses, and have no important effect upon con- 
sumption. 

There is a good deal of evidence that consumer demand for food products is 
the strongest at times when the farmer is receiving parity prices for his products. 
The increase in food consumption which will result as farm prices recede below 
the parity level is negligible. In fact, the evidence is that after a period of 
prolonged low farm prices, such as in 1932, the food consumption actually shows 
a drop. 

There is a good reason lower farm prices-do not solve production or consump- 
tion problems. The value of farm grains as a proportion of the selling price of 
manufactured food products is small. 

This point was very well spelled out in the study issued by your committee 
last summer, entitled “Farm Prices and the Cost of Food.” And I would want 
to depart momentarily from my testimony to commend the committee for pre- 
paring and issuing this study and another entitled “Government Subsidy Histor- 
ical Review.” ‘These pamphlets were very worthwhile and effective. Unfortu- 
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nately, they have not been circulated as widely as they might have. There is an 
old saying that a lie travels around the world while truth is putting on her boots. 
I know that’s how all of us sometimes feel when we try to keep up with and 
answer the half-truths and misinformation which are put out about the price- 
support program, even by some of the people who are engaged to work on behalf 
of agriculture and some others who purport to speak for agriculture. 

At any rate, the work of your committee in that field is very significant and 
has come to be looked upon by farmers with a great deal of confidence. 

Getting back to the farm price as an element in the cost of food products, your 
study pointed out that there is less than 3 cents worth of wheat in a 20-cent loaf 
of bread, and about 3 cents worth of corn in a 22-cent package of corn flakes. 

We have heard considerable talk from the flexible-price-support people about 
gradual adjustments. This will give you a startling study in contrasts. 

Much has been said about limiting the price drops to a 5 percent a year. 
Take 5 percent off the farmer’s price of the wheat in a loaf of bread and you 
have about one-sixth of a cent. From a practical standpoint, it is obvious that 
the manufacturer will not reduce the retail price of the bread because of the 
saving of one-sixth of a cent in the cost of the wheat. So, the consumer will 
never know the difference and you are not encouraging any more consumption. 

The same is true of the corn. Shave 5 percent off the farmer’s price of the 
corn and you will have no effect upon the price of a box of corn flakes. 

We can all agree that could be called gradualism. It is so gradual that it 
makes no apparent difference at all. 

But consider the farmer’s side of the story. Take away 5 percent of the 
farmer’s income from his wheat or corn and you are taking away about one-sixth 
of the farmer’s net income. Three such gradual steps and you have wiped out 
half the farmer’s net income. Some gradualism—it’s like falling headfirst down 
a flight of stairs. 

The view of the Farmers Union, then, is that the lowering of price supports 
below 90 percent of parity solves nothing, actually aggravates our production 
and surplus problems, and severely cuts farm income. Therefore, we feel that 
our recommendation of reenactment of 90-percent supports on the basic crops 
is imperative. 

There are a number of conditions which will affect the supply and price 
situation of the basic commodities during the next 2 years. 

Drought is one of the big question marks. 

We know that droughts tend to go in cycles of 2 or 3 years or longer. We 
have had a drought in some parts of the country in 1953, and somewhat more 
widespread in 1954. 

Right now we have 1,000 agricultural counties, representing about 100 million 
acres of cropland, in the drought danger zone. 

All of you will remember the drought cycle of 1933 and 1934. Actually, as 
severe aS conditions were in those years, we lost the equivalent of about 44 
millions of acres due to the drought. Today, 100 million acres could be affected. 

In 1984 our grain production was only 44 percent of normal when compared 
with a base period of 1924—29. 

We have in this country a group of what might be called professional worriers 
about surpluses. They are continually sharpening their pencils and drawing new 
sketches about the surpluses which are threatening to engulf the Nation. 

For their benefit, I would like to call attention to exhibit 3 which shows what 
would happen to our surpluses if we had a dry season this summer on a par 
with 1934. 

These figures are on the conservative side. As I said, our 1934 grain crops 
were only 44 percent of normal. In the table in exhibit 3, we base our estimates 
upon a 40-percent crop loss. 

As you See, a 40-percent crop loss would wipe out a substantial part of our 
wheat carryover and wipe out all our carryover of corn, leaving us short by 
about 162 million bushels by October 1956. 

I do not believe that we can afford, in times such as these, to take chances on 
the supply of vital commodities such as wheat and corn. I have grave doubts 
about applying production controls at so early a point as is now provided in the 
law. 

I want to use corn as an example because corn is by far the most important 
field crop grown in my State. Minnesota is the third-ranking corn State in the 
Union. 

In 1954 we produced 277 million bushels of corn with an average price for the 
year of about $1.33, for a total of $368 million. 
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Our corn crop represents 22 percent of the value of all crop and livestock pro- 
duction in the State. It affects the feed grains which make up about another 12 
percent of the farm value of production. This means that the price of corn 
directly affects one-third of the value of production of Minnesota farms. Indi- 
rectly, of course, the corn affects livestock, dairy, and poultry. The price of corn 
acts as a sort of governor upon the production of livestock, dairy, and poultry 
products. 

Therefore, to break the price of corn would be the quickest possible way to 
break the general farm price level. To drop the corn support rate by 15 percent 
would write off some $55 million in the value of the corn crop in Minnesota in 
a single year. Feed-grain supports, of course, would be dropped by a corre- 
sponding percentage. On oats and barley this would amount to a cut in crop 
value of $25 million. 

The effect on livestock, dairy, and poultry is harder to predict, although since 
there are surplus problems in all three fields, probabilities are that the cut in 
corn prices would promote more of a surplus and drive down the farmers prices. 
This would more than wipe out any gain from larger marketings. 

In 1951, we had a corn carryover of 845 million bushels, the largest in history 
up to that time. In his crop-production goals, Secretary Brannan called for an 
increase from 84 to 90 million acres of corn, declaring that we would be on thin 
ice without a corn carryover of 800 million to 1 billion bushels. 

Acreage controls were set aside and farmers produced as they were asked. 
But had not the Secretary acted to set aside the controls, they would have taken 
effect and would have severely cut our supplies at a time when they were vitally 
needed. 

Under the old law, we could have a carryover of about 300 million bushels 
before acreage controls would be applied. Under the 1954 act, we can have 
somewhere between 450 and 500 million bushels as a carryover—still only about 
half of what we should have as a matter of national safety. 

Certainly, an amendment should be considered by this committee to raise the 
allowable carryover before acreage controls are applied. 

During 1954, we had a particularly good example of surplus confusion about 
corn. 

A year ago in January, the Secretary of Agriculture and the administration 
were so concerned about the surplus of corn that they recommended a special 
double-flexing sliding scale for corn, busting the support rate 1 percent for each 
1 percent of oversupply instead of 1 for 2 as under the law. 

At the time that this recommendation was made, the outlook was for a carry- 
over of the old corn crop of about 900 million bushels and the acreage allotments 
were set to bring in a crop of about 2,700 million bushels, or a total supply of 
about 3,600 million bushels. 

We heard a lot about the corn problem at that time. So we went along, put 
in the crop, had a near to normal crop in most of the Corn Belt. Our carryover 
was a little larger than expected and the corn crop was about 250 million bushels 
larger than expected. So, counting the old and new corn together we had on 
October 1, a total corn stock of 3,868 million bushels. 

In January, we had a prospective fall supply of 3,600 million bushels and all 
kinds of consternation among the professional worriers. In October, we had 
an actual supply which was 268 million bushels greater than expected. 

About that time the Secretary of Agriculture came to Minnesota to speak to 
an agricultural group. In Minneapolis, he held a press conference and observed 
that because of the feed shortage corn supports for 1955 would probably be 89 
or 90 percent after all. The speculation has varied back and forth from 87 to 
89 and the latest rumors still hold to a probable level near 90 percent. 

How you can have a surplus at one stage and then develop a shortage by 
adding 268 million bushels, I do not know. 

The best answer I know is that we did not have a corn problem last January. 
We didn’t have one in October. And we don’t have one now. 

We are just getting up to the kind of corn carryover that we ought to have. 
There is no good reason, in my opinion, that acreage controls shou!d be in effect 
upon the 1955 crop. 

It is my suspicion that corn controls are not being lifted because the flexible 
price people know what to expect from flexible supports. Lower prices will bring 


greater production. We are never going to get rid of controls as long as we 
have flexible supports. 
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Everyone agrees that we must have at least a small carryover in order to 
carry on business and to have at least a token amount of protection. What is 
not generally realized is that we cannot have any kind of surplus without 
having price trouble. 

Even as little as a 5-percent surplus can break the market price. Yet a 5- 
percent surplus is only a fraction of what we should have as a carryover. 

We had one example this year of a 414-percent surplus which broke the market 
price of a farm commodity practically in half from the level of the year before. 

Many people who speak in behalf of the flexible support system seem to make 
the assumption that if supply was equally balanced with demand, farmers would 
get parity prices. 

This is an assumption that has no basis in fact whatever. Farmers have no 
bargaining power to speak of in the market. They do not set their own price. 

A study of the wheat production, consumption, and price records indicates 
that an equal balance in supply and demand has never brought parity prices 
for the farmer. In several instances, production has been as much as 20 to 30 
percent below the probable demand without coaxing 100 percent of parity out 
of the free market. In fact, preduction and demand figures do not show any 
discernible pattern in relation to parity prices during the period before the 
adoption of a wheat-loan program. 

During the period from 1920 to 1932, farmers depended upon parity in the 
market place. Theoretically, farmers should have averaged 100 percent of parity 
during that period. But they came close only in 1 year, 1925, and for the 
entire period averaged 69 percent of parity. 

During the same period, corn farmers received 65 percent of parity as their 
parity in the market place. 

In contrast, the wheat- and corn-loan programs have at least set a floor for 
farm prices. From 1938 through 1952, national average wheat-market prices 
have averaged 105 percent of the loan rate, national average corn-market prices 
have averaged 117 percent of the loan rate. Of course, the loan rate started 
at a low level and eventually was raised to 90 percent, but regardless of its level, 
the loan program at least provided a floor at that point. 

Your committee is very well aware of the stability which the loan program 
on basies has given to the farmer and to the food supply of the country. You 
are also aware of its small cost to the taxpayers of the country. It is a well- 
known fact that the first 20 years of protection on the basic crops showed a net 
loss of only $20 million and that some crops showed a net profit. 

I believe that there is a sounder method to evaluate the worth of the support 
program than to talk merely of its profit or loss to the taxpayer—the real 
measure is what it has done for the economy of the Nation. 

During the 1920 to 1932 period, wheat prices averaged 69 percent of parity and 
corn prices 65 percent of parity. During a 12-year period under the support 
program, wheat has averaged 86 percent of parity and corn 93 percent of parity. 

Translate this into terms of value added to the wheat and corn marketings 
during the support period. The answer is not that each dollar has paid for 
itself—each dollar spent in the wheat support program has repaid itself 25 times 
in the value it has added to the farm economy. Each dollar spent in the corn- 
support program has repaid itself 33 times in the value it has added to the 
farm economy. 

I do not think there is any question that a 90-percent support program on the 
old parity formula is justified completely by the facts. 

You are aware of the probable parity prices and support rates under the 
flexible support program in the coming several years. Wheat and corn will go on 
transitional parity for 3 years. After that they will be on the new parity which 
in all likelihood will drop steadily each year. 

In calculating the 10-year average price on wheat in 1957, we will be dropping 
off a $2.35 year in favor of perhaps a $1.75 year. In 1958, we will be dropping 
off a $2.15 year in favor of perhaps a $1.66 year. There is nowhere for the new 
parity base price to go but down. 

The fundamental fault in the program of flexible supports and new parity 
is that such a program tends to follow the market, rather than to establish 
the market. 

If flexible supports and modernized parity are kept in effect for any length 
of time, they will lead to the same point which the free market led us in the 
years before a support program. Even if the support program is kept by law at 
75 percent of parity, the constant cheapening of parity without any reference 
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to costs continues to pull the support rate down in terms of dollars and cents 
per bushel. Modernized parity should not be allowed to go into effect for 
commodities that it injures. Extension of present method of calculating parity 
is the minimum we ought to do. I am happy to note that Congressman Knutson 
has introduced a bill that would do this. 

I submit that the flexible support program is not pointed in the direction 
which we as a Nation should want to go. I would recommend that your com- 
mittee take action te put the price support program for the basics back on the 
right track. The first step in a forward-looking price-support program is a 
return to 90 percent. That is a step which this session of the Congress should take. 


Exursit 1.—Trends during general lowering of farm prices 
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STATEMENT OF KENNETH HONES, PRESIDENT, WISCONSIN 
FARMERS UNION 


Mr. Hones. I am president of the Wisconsin Farmers Union. I 
certainly heartily agree with you, Mr. Chairman, also with Mr. 
Christianson. With only between 4 and 5 percent of the surplus that 
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is creating so much damage to our total farm-price structure in the 
dairy industry, I think that, if a reasonable program of controls or 
quotas or something along that line with reasonable compensation 
for participation were proposed to the dairy farmer, that he would 
also go along with it just as well as he has gone along on corn, wheat, 
and other programs that have been presented to him in the past. 

I don’t. think the dairy farmer in his heart is any different from any 
other farmer. . 

Mr. Poage. It is probably a little more difficult to arrive at a work- 
able program of controls for dairy products than it is for cotton or 
wheat. And I think that has had something to do with the situation 
in the past. Just the mechanics of the situation—they were simpler 
for those storable commodities, and the people do the things more read- 
ily that are more easily done than they do the more complicated 
things. 

Another thing that should be pointed out is that the dairy people 
probably will never have to take anything like the percentage cuts 
that the cotton, tobacco, or peanut people have taken because you have 
only 5 or 6 percent overproduction, whereas we have already taken a 
3314 percent reduction in cotton and in peanuts, in most cases, have 
taken a 50 percent reduction. So you are not going to be faced with 
anything like the magnitude of the problem that the basics have faced. 

Mr.: Hones. We milk from 40 to 50 cows on my own farm. If I 
could get 90 percent or full parity on 6 percent less of my production, 
and thereby dispose of a couple of the cows that I have now to milk 
and probably will have to put more in as prices go down in order to 
keep the volume of money that I have to have to meet my fixed over- 
head, I would be very foolish to get up that much earlier and milk 
that many more cows to get less and then have to milk more cows to 
vet less yet. 

If I could have some assurance that. by milking the amount of, my 
share of the amount of cows that was a reasonable amount to meet our 
consumption needs, I would certainly be foolish to go beyond that for 
a fair price. 

Mr. Jonnson. I would like to know—has Mr. Baker made a state- 
ment—— 

Mr. Poaer. Mr. Baker is going to proceed now.in just a moment. 

Mr. Jounson. As long as we are on the subject, I would like to 
ask him two questions, rather than later on. 

Do you consider dairy products as a basic commodity ? 

Mr. Baxer. Mr. Johnson, I think, both from the standpoint of 
the value of milk and dairy products as a food and its proportion of 
total consumer expenditures is important, and the contribution of 
milk production to the income of farm families, from both stand- 
points the dairy industry is very basic in the American economy. 

Mr. Jonnson, What do you think your farmers who belong to the 
Farmers Union in Minnesota and Wisconsin would feel if dairy prod- 
ucts were made a basic commodity ? 

Mr. Baker. You have just heard 3 dairy farmers express them- 
selves—1 from Texas, 1 from Minnesota, and 1 from Wisconsin. 

Mr. Jounson. I would like to have you say what you think. 

Mr. Baker. My past discussions with dairy farmers from other 
States, and hearing them talk and others talk from these 3 same 
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States would indicate to me that these 3 gentlemen have expressed 
the thought and opinion of other people that produce milk. 

Mr. Jounson. Do you think that it would take some educational 
work? They do not know what quotas are so far as milk is con- 
cerned. How would you go at it to do that? You would have to 
base it on milk, wouldn’t you, pounds of milk; you could not base 
it on cows? 

-Mr. Baker. In trying to think this through, it seems to me, first, 
that a number of fluid-milk producers from their standpoint, those 
that have a relatively good protection for milk which goes into fluid 
retail sales under Federal and State milk orders, means that you 
could leave out of a complete protection that milk which is produced 
in Federal milk order areas covering only the part above the so-called 
class I or fluid category, cover the part which must go into manu- 
facturing uses, and all of the dairy production in the areas where 
their milk must go into manufacturing uses, either butter, cheese, or 
dried milk. 

It would seem to me that you really do not need a marketing quota 
device to superimpose for fluid retail milk class I under the milk 
order that is now in existence in different areas on that kind of milk. 
You would then establish a marketing quota program for milk and 
the butterfat for manufacturing purposes, sold for manufacturing 
purposes and such legislation would follow very closely the legislation 
for rice, peanuts, cotton, and wheat. 

In other words, it would establish a normal supply, a definition 
for normal supply, which would be a supply that would equal the 
amount that was equivalent to production actually consumed in the 
most recent 3 years when you had approximately full employment, 
or the level of unemployment was not more than 3.5 percent of the 
civilian labor force, plus the average annual exports for that same 
3-year period, to establish your definition of normal supply. 

Then in any year in which the Secretary of Agriculture determined 
that in the marketing year just ahead total supply would exceed 
normal supply, he would then proclaim marketing quotas, and a 
month later, or 6 weeks later, or whatever, he would then hold a 
referendum. Two-thirds of the producers, if they approved as in 
the other basic commodities, would mean then that the proclamation 
would remain in effect. If more than a third disapproved, the whole 
thing would be off. 

I think, in the case of milk, you probably want to have a combina- 
tion of support programs, one at 75 and one at 90 or 100 percent of 
parity. The latter would be carried out by means of production 
payments. And so that it could not be said to be a drain on the 
Treasury, you would say that no payment to any one farm in any 
year would be more than $2,500 which would give you full support, 
between 75 and 90 or 100 percent of parity for a total sales of up to 
$15,000 or $17,500, which is a pretty large dairy farm. 

You would take out of title 2 the present price-support program 
as now written, and move it up into title 1, with the Ghar part that I 
have just described, and you would, in effect, then have a base-support 
program through purchases, at 75 percent of parity with the inavhaet- 
ing quota and the production-payment-price program to make up the 
difference between te levels of 75 and 90 or 100 percent of parity, con- 
sistent with the rest of the basic structure. 


PRICE SUPPORTS FOR BASIC COMMODITIES 215 


Mr. Jonnson. Do you think that your organization would prefer 
having the dairy farmer included as a basic commodity rather than 
have them under the 75 to 90 percent parity that we now have? 

Mr. Baxer. I think that most dairy farmers, Mr. Johnson, think 
that milk is a basic agricultural commodity and basic agricultural com- 
modities are in title 1 rather thna designated nonbasic in title 2 in 
the prevailing legislation. I think Mr. ‘Hones answered the question 
the same way that I would, that it makes sense to produce whatever 
people will buy under these circumstances, and not produce, not waste 
your time and energy and resources producing more than that. With 
this proviso, that the fluid-milk program for schools should be ex- 
panded, and the stamp program should be expanded as well so that 
the low-income people have a purchasing power to buy as much milk 
as they need for good nutrition. 

The school-lunch program in its entirety ought to be expanded to 
the 70 percent of schools that do not yet have it. In other words, we 
should do everything we can to see to it that everybody or every insti- 
tution has the purchasing power to buy all of the good milk and its 
products that hos need for adequate nutrition. 

After we have pushed that consumption, expanded that as far as 
we can, then I think the dairy farmer would say, as Mr. Hones said 
a moment ago, he should not waste his energy and his resources pro- 
ducing more than he can get people to take. Therefore, there is noth- 
ing particularly different from the moral standpoint between cotton 
and tobacco, and rice and milk. They are things that people produce 
which are good for other people to eat or wear, that other people pro- 
duce to try to make a living farming. I do no know wiaties that 
answers the — you had in mind, Mr. Johnson, or not. 

Mr. Warts. I assumed from your statement that you thought pos- 
sibly that the manufactured milk was causing more trouble than the 
fluid milk. 

Mr. Baker. Not at all; no, sir. 

Mr. Warts. I understood you to say that. 

Mr. Baxer. I am glad that you brought that point up. I hope I 
did not leave that impression because that certainly was not my inten- 
tion. That is not a correct interpretation of the existing dairy condi- 
tion as I see it. Actually, there is as much overrun, if you please, of 
milk in New York, and Philadelphia, and Boston, and other fluid-milk 
markets which have a depressing effect on milk prices as there is pro- 
duced in Wisconsin, or Kentucky, or Arkansas. 

Mr. Warts. Then any group-production control would have to be 
on both types of milk; isn’t that true? 

Mr. Baxer. No, sir. On milk produced in both kinds of areas, 
yes, sir. But not on both types of milk. In the milk-order areas a 
part of the milk which goes into fluid sales in the bottle is cl assified 
as class I, and then it has the formulas in it which maintain that price 
which is running now around pretty close to 100 percent of parity for 
fluid retail sales. 

Mr. Warts. That is where they have adopted the Federal milk- 
sheds. I own two dairies myself, and we are not in those areas. 

Mr. Baxer. You should be covered for your entire production the 
way I see it. 

Mr. Warts. But we sell what is known as grade A milk. It is 
grade A milk that has to be pasteurized for consumption. 
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Mr. Baker. Right. 

Mr. Warts. I did not follow you exactly. 1 thought possibly from 
what you said that you thought that that was the case. 

Mr. Baxer. Not at all; no, sir. The class I, as 1 understand it- 
and I am not too well acquainted with some of these city milk orders— 
I mean what the situation is at the moment in some of the city milk 
orders, but as I understand it, if the dairy farmer, every dairy farmer 
in the United States, were getting the class I price that is true in, say, 
the Boston milk order, we would not be in too bad a shape. But 
there is a lot of milk that goes into the Boston milk-order operation 
which cannot be sold at that class I price. The milk must go at the 
overrun price which means that the blended price to the farmer even 
in the Boston area is considerably lower than the class I price. It is 
not only the milk in the other areas, but it is that overrun milk even 
in the Boston area that needs to have additional support. 

Mr. Warts. Then I follow you right, you do think, then, that. some 
method of controlling the production with a 90-percent parity or a 
higher parity than 75 percent would be favorably received and rec- 
ommended to your organization than not have any controls whatso- 
ever and risk absolute supply and demand ? 

Mr. Baker. Absolutely. There is no doubt in my mind about that. 

Mr. Warts. And in following your statement did I understand you 
to say that you thought that there should be a flat 75 percent floor 
under the milk? 

Mr. Baker. Yes, sir. 

Mr. Warrs. With payments by the Government, then, for reduction 
of production, atanied on top of that? 

Mr. Baxer. Yes, sir. 

Mr. Warts. Now, in other words, you would get 75 percent in the 
market and then if you follow a procedure of curtailing your produc- 
tion, there would be payments made to you? 

Mr. Baker. Yes, sir. With a maximum on it of $2,500, so that that 
will not be an open-end. A commitment on the Treasury. 

Mr. Warts. Do you recommend any maximum commitment ? 

Mr. Baker. The maximum there would be the same as for the other 
basic commodities. Preferably im our case 100 percent of parity. 

Mr. Warts. You said the same as the others. We have one that is 
90 for tobacco. The others are floating around in the air at the present 
time. . 

Mr. Baker. We have testified elsewhere that ought to be 100. 

Mr. Poace. Mr. Baker would be willing to see them all up to 90 
percent of parity, and might even go a little higher. 

Mr. Baxer. That is correct. 

Mr. Poace. We sort of got off your statement. Were there other 
questions on this particular phase? 

Mr. Jounson. I have no more questions. 

Mr. Poacr. Before we ask you to read your statement, I am going 
to recess the committee for just a moment. 

(A brief recess was taken. ) 

Mr. Poace. I do not know just why we have that rule, but it is a 
rule that you cannot take a picture while the committee is in session. 
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STATEMENT OF JOHN A. BAKER, ASSISTANT TO THE PRESIDENT, 
NATIONAL FARMERS UNION—Resumed 


Mr. Baxer. As the members of the committee will recall, Mr. 
Chairman, I pointed out at yesterday’s hearing that at the bottom of 
the sliding scale, the average United States farm family will be able 
to earn only about $100 a month for his labor and maintenance, about 
one-half the 1952 figure. In 1954 farm families were about halfway, 
the average farm family about halfway to the bottom of the sliding 
scale at about $150 per month. 

Mr. Chairman, and members of the committee, we submit that these 
simple but eloquent facts demand early action to repeal the Eisen- 
hower sliding scale. 

The mandatory level of support set by law for the basic farm 
commodities establishes the fundamental guide point for setting farm 
support-price levels and conducting support activities by executive 
action for all farm commodities. A 75 percent of parity law for basics 
means 75 percent or less for practically all commodities; 75 percent of 
parity prices means that the large majority of farm families can earn 
less than $100 per month; a 100 percent law would mean that average 
family could earn about $200 per month. 

As the members of the committee well know, National Farmers’ 
Union favors the enactment of legislation that will provide support 
at 100 percent of parity, by means of production payments in combina- 
tion with other methods, for the family farm production of all farm- 
produced commodities. We are convinced that such legislation would 
be not only to the economic best interest of family farmers but to that 
of the entire Nation. 

As a matter of fact, we are convinced that farm legislation should 
be soundly ‘based on the national interest and not upon the interest 
of the farmers alone. As we see it, firm adequate price-support legis- 
lation is absolutely essential as an important part of significant pro- 
grams to attain imperative national aims. These include: Preserva- 
tion and strengthening of the family farm pattern of American agri- 
culture as a bulwark of democracy at home and as an export of hope 
to the world at large; 

Attainment and maintenance of an expanding full-employment 
national economy that forms the only basis for national economic 
strength and rising standards of living for all our people; 

Conservation and improvement of our farm land and water resources 
and other capital assets to assure a continued sustained abundance 
of food and fiber for American consumers at reasonable prices. 

These imperative national aims are, of course, interrelated and the 
attainment of each is to an important degree, dependent upon restor- 
ation of legislation to establish firm adequate farm-price supports. 

National Farmers Union over all the 53 years of its existence has 
been opposed to industrialized agriculture—we do not like to see 
encouragement of the growth of factories in the field. Family farms, 
we are convinced, are conducive to the American democratic system. 
Industrialized agricultural units, we feel, whether corporate or indi- 
vidually owned or State-owned collectives, are basically inimical to 
the national well-being and the democratic rights and liberties en- 
shrined in the United States Constitution and its Bill of Rights and 
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other amendments. Here is a chart that illustrates a part of the basis 
of our conviction in this matter. 

I would like to have it made a part of the record here. 

(The chart referred to follows :) 


FAMILY ESSENCE OF FAMILY FARM 


PROPORTION OF LABOR PERFORMED BY FAMILY AND BY HIRED LABOR 
Family farms ($25 to $10,000) : Percent 


I aia hikdnaind claire cata aie psaletdnee naieeruietatete ti 
Hired 

Industrial agricultural units: Factories in the field: 
Family 


We will glance at it a moment. All that this chart shows is that 
the great bulk of family farms in the United States, the family and 
the operator perform 86 percent of the labor, practically all of the 
labor is performed by the family and by the operator. Even on the 
very largest family farms in the United States that is the way it 
is operated—the ones that produce between $10,000 and $25000 worth 
of products a year. The family and the operators still perform the 
bulk of the labor. 

These first include the sharecropper and tenant units in various 
areas. They are family farms. There are only a very few farms 
in the United States that do not fall in one or another of these two 
family farm categories but there are a few, some 100,000 of these 
big industrial agricultural units or factories in the field. These are 
the ones generally that produce more than twenty-five or thirty thou- 
sand dollars worth of products a year for sale. On those the average 
shows that 84 percent of all of the labor is hired labor and the family 
and the operator actually perform only management. This is a class 
structure. This is a place where, if hired labor in agriculture should 
get organized, they must start bargaining collectively and demanding 
minimum wages. It becomes an industrial conflict situation. And 
we put in the Russian State-owned collectives down here to show 
that there is not too much difference between the factory in the field 
and the State-owned collective, the farmers do not perform any of 
the labor on this in the way of running the farm, or managing it, 
he is just a hired hand on a Government-owned field. 

Mr. Poacs. Those farms are about like the Texas State prison farms; 
isn’t that right? 

Mr. Baxer. That is correct. That is why I was so much interested 
in the apparent confusion of President Eisenhower’s Secretary of 
Agriculture, Mr. Benson’s answer to your question the other day at 
the hearing. It seemed to me like he had missed the point as to 
what has happened in the Russian Soviet system. I have some state- 
ments here that I want to read with respect to that. 

Mr. Bass. Was that your general opinion of his overall testimony ! 
That he had missed the point? 

Mr. Baxer. I would agree with that, too, yes, sir, but I am specifi- 
cally at this moment talking about his answer to Mr. Poage’s com- 
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ment about the Soviet system and whether that had anything to do 
with 90 percent of parity supports or not. 

Mr. Bass. Thank you. 

Mr. Baker. You will note that on family farms, the farm family 
itself supplies most of the labor, management, financing, and capital 
ownership. Even on the largest family farms, the family supplies 
most of the manual labor. However, industrialized agricultural units, 
most of the labor, and on state-owned collectives, all of the labor is 
provided by hired hands. Under the latter circumstances, the eco- 
nomie functions are split and farming loses its integrated cohesive 
nature. Economic class conflict is invited and if such units are wide- 
spread within an economy, that society would lose a major balancing 
force for political and social stability. 

In connection with this subject, we invite the attention of the com- 
mittee members to the leading article in the February Harpers maga- 
zine, Why Communism May Fail by W. W. Rostow. 

After 3 years’ intensive study of the Soviet system at the Center for 
International Studies at Massachusetts Institute of Technology, Ros- 
tow concludes that— 

Marx failed to understand the farmer. From that misunderstanding has 
followed a century of Communist theory and practice. And, more important, 
from Communist theory and practice has arisen a set of problems whose solution 
or failure of solution may well wreck the international Communist movement— 
or force profound and wholesome change upon it. Perhaps the most dangerous 
enemy of communism is the stoic, passive peasant in Eastern Germany, Poland, 
the Soviet Union itself, China, and northern Vietnam. * * * The passitive figure 
of the peasant, trapped in totalitarianism is joined as a potentially mortal enemy 
of communism by the farmer of the free world—notably in the underdeveloped 
areas and perhaps most notably at the moment by the awakening of the Indian 
peasant, 

That ends the quotation from Rostow’s statement. As a result of 
its harrassment and hounding of the farmer—as a result of refusal to 
recognize the basic importance of the family farm pattern of agricul- 
ture—as a direct result of destroying family farms and developing the 
large industrialized agricultural production units, with day labor, 
on collectives the Soviet Union has become a net food importing nation 
with a lower food standard now than when it was a large net exporter 
with a high food standard in 1928. 

In specific comment on your question and the Secretary’s misunder- 
standing—his apparent misunderstanding when he was questioned the 
other day by Mr. Poage—a very interesting comment here in the New 
York Times of a Sunday or so ago, and it says that the former dictator, 
the one who just lost his job because he could not handle the farm 
problem in Russia, his thesis in early 1950 was the Soviet collective 
farms were too small and too many. 

This is not the Assistant Secretary of Agriculture Butz talking. 
This is the former dictator in Russia. That Soviet collective farms 
were too small and too many. He cited statistics to show that large 
farms produced well and small ones poorly. The small farms he said 
could not use the machinery efficiently. There were too many for the 
nation to be able to provide efficient managers for each. His solution 
was the amalgamation of small- and medium-sized collectives into 
supercollectives, and within 2 years after his campaign began 254,000 
Soviet collective farms had been amalgamated. Prices paid to farmers 
had been reduced, and only 100,000 supercollectives remained. This 
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grandiose experiment failed. Soviet sources, themselves, reveal that 
total agricultural production in Russia in 1952 was lower than in 1950, 
and in 1954 it was lower than in 1952. 

The point of this, I think, Mr. Chairman, is that if we want to beat 
down price-support levels, beat down the price and the incomes of 
family farmers, and destroy those family farmers, move this whole 
thing into this pattern of “adapt or die” that Mr. Butz is talking about, 
that is the surest way in the world about 10 or 12 years down the road 
of setting up complete food scarcity in this country. It seems to me 
like that this failure to understand the essential characteristics and the 
basic importance of the family farm is a failure to understand what 
makes the Nation great. 

Mr. Bass. Along that line, let me ask a question. I read an article— 
talking about the newspapers—not long ago where the Secretary of 
Agriculture recommended that the small farmer who was not doing 
well because of the program, the quota program, and so forth, that we 
rehabilitate him into the industrial area. Do you remember anything 
like that ? 

Mr. Baxer. Yes, sir. 

Mr. Bass. Let me ask you this question: Didn’t the Secretary of De- 
fense at about the same time say that, “let’s rehabilitate the men from 
the industrial areas back to the farms” ¢ 

Mr. Baxer. Yes. 

Mr. Bass. Where are they going to meet when they run into each 
other going back and forth? What will we do with those if we de- 
stroy the small farmer ? 

Mr. Baxer. While they still have a little income left, they will pass 
each other at some bus station on the way going back and forth and 
then pretty soon they will be engaging in conversation when they are 
thumbing rides back and forth. 

Mr. JENNINGS. Would you think it would be possible to meet at the 
market place of 100 percent of parity that we have been seeking? 

Mr. Baxer. I did not get the first part of that. 

Mr. JenntNoes. Would you think it would be possible for the farmers 
to meet at the market place of 100 percent of parity that we have been 
seeking? In other words, the chairman asked the other day where 
this market place of 100 percent parity was located that was referred 
to in 1952. 

Mr. Baxer. I was very much interested in President Eisenhower’s 
Secretary of Agriculture’s answer to that to the Senate Agriculture 
Committee about 2 years ago in which it finally turned out that that 
is probably somewhere in the hereafter. 

Mr. Jennrnos. I was in hopes that this might be the answer to 
that question when these industrialists and the farmers started their 
fluctuation, that they might find that market place. But if it is in 
the hereafter, I guess that is impossible. 

Mr. Baxer. Someone pointed out the other day that that is prob- 
ably a new political theory that is being developed, they are for full 
unemployment, full unemployment and a guaranteed annual wage. 

In other words, a guaranteed annual wage of nothing. 

Mr. Jenninos. I see. 

Mr. Poace. I am going to suggest that we proceed now until you 
finish your statement before we have any further interruptions. Mr. 
Newsom is here and I do not want the same thing to occur today that 
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occurred yesterday. That is no criticism of anyone but we got inter- 
ested yesterday in the witness and questioned him at length and Mr, 
Baker was delayed and now we find Mr. Baker quite interesting, but 
I am going to give Mr. Newson a hearing before noon today. 

Mr. Baxer. Let us put the next two paragraphs in as though 

read. , 
Will the United States ape Soviet mistreatment of farmers? The 
United States should not make the same mistakes. We must not 
adopt the policies that lead to industrialized agriculture. We must 
reject the ill-advised counsel to transform 5 million family farms 
into a few hundred thousand factories in the field. Yet, urging of 
that very development seems to be the import of recent speeches by 
the Assistant Secretary of Agriculture, who is preaching the Butz law 
of economics, “adapt or die.’ 

We are convinced that such a trend would be bad both domestically 
and with regard to international affairs. We are convinced that the 
family farm ideal is one of the Nation’s most potent exports of hope 
and good exaniple in world affairs and a bulwark of democracy here 
at home. We are also convinced that repeal of the sliding scale ts 
essential to the preservation of the family farm and its health and 
prosperity. 


FARM PRICE SUPPORTS REQUIRED FOR ECONOMIC GROWTH 


Moreover, we are convinced that an essential part of our national 
defense against the growth of corporative totalitarian stateisms in 
this country and in the world is the adoption of necessary policies to 
promote an expanding full employment American economy. 


With automaton and civilian use of atomic energy just over the 
threshold and the present rate of other technological development 
and population increases, an annual economic growth of at least 6 
percent looks to us to be absolutely necessary. We will not go into 
detail here—Mr. Patton’s views along this line are covered in detail 
; n his statement of last week to the Joint Committee on the Economic 
Xteport. 

irm and adequate price support legislation is an essential part of 
a program to spur national economic growth at a rate of at least 6 
percent per year. The Nation needs to develop the climate within 
which consumers, producers, investors, and Government can earn and 
spend sufficient income to maintain such a rate of economic growth. 
The Federal Government needs greatly to expand its expenditures 
for aid to public schools, construction and equipping of hospitals, 
building of modern highways and airports, promoting an increased 
rate of housing construction, underground parking lots that can 
double for bomb shelters in time of need, faster and more convenient 
and economical city transportation systems, improved farm-to-market, 
roads, and farm and forest land and water development and con- 
servation works, including an expanded flood prevention and hydro- 
electric program. 

The Congress needs to establish adequate Federal standards for 
unemployment insurance and higher public relief standards to aug- 
ment and Act tes the consumer purchasing power to meet an ex- 
panding full employment economy. All of the actions listed briefly 
above not only will make important contributions to raising consumer 
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purchasing power, but are, also, of considerable merit within them- 
selves. 

Of the same nature in this framework of an expanding national 
economy is the need to raise the individual exemptions in the personal 
income tax and to provide a basic i income base for workers and farm- 
ers by means of a higher legal minimum wage and the repeal of the 
sliding scale price support law. 

Mr. C hairman, at this point in my testimony, I should like to depart 
from the prepared text to read into the record a statement by two of 
President Eisenhower’s advisers, that are at a considerable degree of 
variance with each other. We were interested in the answer given by 
President Eisenhower’s Secretary of Agriculture to the question 

raised by Congressman Jennings at the end lof last Thur sday’s hearing. 

According to a recent newspaper story, President Eisenhower’s Sec- 
retary of Agriculture, Mr. Benson, has ‘abandoned the idea that de- 
pressions are farm- led and farm-fed and that our national economy 
rests upon a sound and prosperous agriculture. 

He called this idea “a-tail-wagging-the-dog theory.” 

Not everyone agrees with Mr. Benson’s theory. 

The statement I am about to read was not uttered by President 
James Patton of National Farmers Union, though it could have been, 
Rather what I am about to read was a statement made by Clarence 
Randall, president of Inland Steel, and a high official in the Eisen- 
hower administration addressing the 59th annual Congress of Ameri- 
can Industry, in New York City on December 3, 1954. 

Mr. Randall said—and I quote from an official copy of his address: 

You remember the prosperity the farmer had shortly after the war? That 
prosperity was transferred to the agricultural implement companies. Some of 
you here tonight wish that we had that prosperity back. It was transferred 
to the steel companies from the implement companies. The farmer was buying 
every tractor and every piece of equipment he had heard of. 

* * * What would happen to the businesses represented in this room if the 
farmer were cut back 12 percent? We would have hard work to get together 
for this meeting because it is from that 12 percent that the farmer buys our 
product. 

That is the statement of a man talking to his colleagues. It sounded 
to me like he was talking sense. 


FULL EMPLOYMENT FARM INCOME 


According to our figuring, and based on the official forecasts in the 
President’s economic report, it looks as if, in 1955, national farm 
gross income will be $714 billion lower and farm family net income 
will be over $314 billion less than would be consistent with the goal of 
an expanding full employment economy. The details of our calcu- 
lations are included in an attached statement which I shall submit 
with your permission, for inclusion in the record, following this 
oral presentation. Briefly, our figures indicate that for farmers to 
make their full contribution to a full employment economy, farm 
families’ net income should be somewhere clos« to $15.4 billion in 1955 
instead of $11.5 billion projected by the Council of Economic Advisers 
to the President. National farm gross income should be in the neigh- 
borhood of $39.7 billion instead of the $31 billion projected by the 
economic report. The detailed calculation of this is shown in ex- 
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hibits A, B, and C which I request be made a part of the record at 
the end of my oral statement. 

It is of more than passing interest to note that if prices received 
by farms in 1955 should average 100 percent of parity instead of the 
current level of only 86 percent, national farm gross income would 
probably rise to $38.5 billion or $39 billion. 

These figures have since been revised by the Secretary and I have, 
therefore, made those corrections. 

Mr. Chairman, this summary of Mr. Patton’s and Mr. Talbott’s 
statements has only touched the major points. 

Special consideration listed: We are in full support of the aim of 
the committee to bring out of committee a sliding-scale repeal bill 
and to arrange for early consideration on the House floor. For that 
reason, we do not wish to use an extended amount of the committee’s 
time. However, we do wish to invite the attention of the committee 
to several additional items, beyond those I have already presented 
that we feel are of particular importance to your current deliberations. 
These are not suggested as amendments of the bill you have under con- 
sideration but rather are items that members should, we feel, bear in 
mind for early consideration and action. 

Price supports and minimum wages: First, there is an important 
economic interrelationship between the need to repeal the sliding 
scale price support law and the need to raise minimum wages of labor 
within the framework of a program to promote an expanding full 
employment economy and expand consumer purchasing power. 

Need for production payments: Second, authorization for use of 
production payments direct to farmers as provided in the wool pro- 
gram as a method of price supports for use in combination with other 
methods where practicable, is an essential feature to bring the need 
of farmers for protection into friendly accommodations of the best 
interests of consumers, to prevent accumulation of our stocks that are 
not needed for an adequate safety reserve, and to make easier of solu- 
tion the knotty problems of agricultural imports and exports. 

Shared prosperity or shared disaster: Third, unless Congress re- 
peals the sliding scale law, wheat farmers in 1956 will join dairy farm- 
ers in the economic basement at the bottom. Moreover, wheat farmers 
will share the dairy farmers’ fate when the wave of foreclosures starts. 
With the sliding scale in effect, it will be only a matter of just a few 
years until the producers of peanuts, rice, cotton, and corn will share 
this fate and join cattle ranchers who even in 1953 not only worked for 
nothing all year but actually were forced to contribute an average of 
18 cents per hour of family labor for the privilege of working for 
nothing. This is according to an official United States Department 
of Agriculture report. 

Complacency not in order: Fourth, complacency by wool, sugar- 
cane and beet and tobacco producers oni not seem to be justified 
by thoughtful reasoning. Put all other farmers at the bottom of the 
sliding scale and it will be only a matter of time until inevitable eco- 
nomic and political forces will destroy the 100 percent of parity wool 
program, the 90 to 100 percent sugar program and the 9 percent 
of parity tobacco program. 

We urge immediate action, Mr. Chairman, to repeal the sliding 
scale and to replace it with legislation providing a firm and adequate 
program. 
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Importance of dairy farming: Five, we are encouraged to note, in 
Chairman Cooley’s statement calling these hearings, that a subcom- 
mittee will give early attention to the dairy problem. Milk and 
butterfat are of fundamental importance to the American economy, 
in terms both of consumer and nutrition needs and in terms of farmers’ 
income. We hope that legislative action on the dairy problem will not 
be long delayed. At the appropriate time we shall strongly recom- 
mend that the mandatory supportl evel provided in legislation for 
milk and butterfat be made more nearly adequate to the needs. Milk- 
producing family farmers are badly hurt economically—continuation 
of current disastrously low levels of returns will inevitably bring about 
an exhaustion of capital assets and resources, of credit resources and 
repayment ability and in the not too distant future, set off a wave of 
dairy farm bankruptcies and foreclosure sale. Every reputable opin- 
ion poll in dairy areas indicates that dairy farmers themselves look 
upon this prospect with neither merriment, satisfaction, nor con- 
tentment. 

In closing, we take this opportunity to congratulate your new 
members on being chosen to serve on this committee with its magnifi- 
cent tradition of intelligent service to family farm agriculture. We, 
also, congratulate the committee for having acquired these new mem- 
bers, whose background of experience and public service indicates a 
profound dedication to a happy solution of the problems that are 
bothering and hurting the farm families of America within the frame- 
work of the national interest. We have known well the past work of 
most of your new members and we know them to have ability, sincerity, 
and devotion of a high order. 

So that your record will be complete, Mr. Chairman, and with your 
permission, I wish to file for insertion the following paragraphs from 
the 1954-55 National Farmers Union program adopted by the most 
recent national convention. 

Thank you for your time and courtesy. I shall be happy to try 
nt any questions that members of the committee may wish to 
ask. 

(The material and exhibits referred to follow :) 


i[From 1954-55 National Farmers Union program] 
Parity Farm INCOME 


To preserve successful family farming, the income realized from the sale 
of products must be large enough to provide for farm family living on a 
parity with that of other segments of society, cover cash (farm) operating 
costs, replace used-up machinery and equipment, repay operating loans with 
interest, return the capital investment (or pay rent or pay off the real estate 
mortgage with interest), pay taxes and conserve and improve the soil and 
water resources of the farm. 

We assert the right of farm families to be able to earn by their work, 
management, and property ownership incomes equivalent to those earned by 
people in other occupations. 

We are convinced that democracy must, and ultimately will, extend indi- 
vidual dignity, economic opportunity, and material well-being to all people. 
We assert the right of all farm families to an opportunity to earn by their 
work sufficient income to be able to obtain conditions equal to those avail- 
able to other segments of the population. 
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100 PERCENT PARITY PRICE SUPPORT FOR FAMILY FARM PRODUCTION 


1. We are convinced that in the broad national interest the Federal Gov- 
ernment should prevent farm income from falling below mandatory price 
supports at the level of 100 percent of the parity price on family farm pro- 
duction of all farm products. 

2. We favor computation of parity prices that are (a) fair to consumers; 
(b) give farm-produced commodities a constant purchasing power; and (c) 
provide farm families an opportunity to move toward full parity farm family 
income. 

3. We urge authorization of all effective methods of farm price support in- 
cluding, but not restricted to, price support loans, purchase agreements, and 
parity production payments to producers. 

4. We favor adoption of the principle of graduated production payments 
similar to that used in the Sugar Act program, with provision to eliminate 
price support protection for a single industrial agricultural unit in an amount 
larger than the production of a family farm. 

5. The price support law shoud provide that eligibility for protection shall 
be conditioned upon willingness to cooperate where necessary, in programs 
required to keep supplies in balance with genuine consumer and export de- 
mands and prevent wastage of soil and water resources. 

6. We are definitely opposed to any type of variable, flexible or sliding seale 
price supports that brings lower support levels in response to more abundant 
farm production, regardless of whether the bottom of the scale is 60 percent 
of parity, 75 percent of parity, or some other level. 

7. We are definitely and unalterably opposed to any proposed two-price or 
multiple-price system by whatever name advanced, for wheat, cotton, rice, pea- 
nuts, tobacco or any other commodity that will return to farmers a blended 
average support price at any level lower than 100 percent of parity for the 
entire family farm production of the commodity. 

8. We shall oppose all price support proposals that while purporting to pro- 
vide cost of production to farmers, would in reality return to the farmer only 
the farm out-of-pocket cash operating expenses at levels as low as 40 to 50 
percent of parity and involve the farmer in a permit and licensing system. 


Exuisit A.—Calculation of Full Employment Farm Income 


The farming segment of the national economy should be enabled to make its 
full contribution to the attainment and sustaining of an expanding full employ- 
ment economy. To do so, it must be able to earn by sale of its products a suf- 
ficient national farm gross income to pay all farm production and capital 
depletion and replacement costs and leave a national farm net income that will 
give farm families a purchasing power equivalent to their numbers in an 
expanding full employment economy. 

Admittedly, there is room for argument as to the amount of national gross 
farm income that is required to keep farmers from being a drag on national 
prosperity. Outlined in the paragraphs that follow is one logical method of 
arriving at such a figure. 

To do their part to maintain an expanding full employment economy in 
future years, farm families should have at least the same relative per worker 
income as they had in high employment years of the immediate past. The 
most recent 5 individual years in which the number of unemployed averaged 
less than 3.5 percent of the civilian labor force were 1953, 1952, 1951, 1948, and 
1945. (See Table I.) 

The average realized farm net income per unpaid family worker during those 
years was $1914, as reported by the United States Department of Agriculture. 
In a real sense this figure can be considered as the farm workers income that 
was consistent with a full employment economy in the immediate past. 

For the national economy to grow at the rate required to maintain full em- 
ployment, the incomes and purchasing power of consumers must keep pace 
with the increasing productivity per man hour made possible by advancing 
technology. The nearest approach to this by any large group of consumers in 
the economy has been the workers in manufacturing establishments, although 
their wages have seriously lagged behind the required rate in past 2 years. 
Certainly, the family workers on America’s farms should be enabled to keep 
pace with the retarded rate of increase in hourly wages of manufacturing 
workers. This is the minimum that an expanding full employment economy can 
allow, if depressive maladjustments are to be prevented. 
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Hourly wages of manufacturing workers averaged $1.48 during the 5 most 
recent maximum employment years. In December 1954, the figure was $1.88 
or 24 percent greater. To keep pace, the average net farm income per farm 
family worker should, in 1955, be at least $2,373. 

The Department of Agriculture reports an estimated 6.5 million family 
workers on farms in 1954. 

For each of these to be enabled to earn a full employment income of $2,3 
would mean a national realized net income of farm operators of $15.3 billion 

Turning now to the production cost component of farm gross income, annual 
national farm operating costs, in the 5 full employment years of the past period, 
averaged $19.9 billion. During the same period, farm operating costs were 
58 percent of the gross income. By 1954 farm operating costs took up 638 per- 
cent of the gross income, owing largely to increased mechanization, higher 
land values and thus higher variable and overhead farm costs of production 
per unit of product. This was a further extension of a constant trend observed 
over the entire 45 years of which statistics are available to chart it. 

Income available to cover farm operating costs and capital impairment and 
depreciation in 1954 had to be 9 percent higher than in the base period years. 

Moreover, the per unit cost of production items (prices, wages, interest, and 
taxes) rose from the average of the base-period years from an index of 259 
(1910-14=100) to 284 (1910-14—100) or by 9 percent. Farmers in 1954 not 
only had to buy 9 percent more off-farm goods and services relative to output, 
but also had to pay 9 percent more per unit for what they bought. 

If farm production is not to lag behind population increases, provisions must 
be made to cover the increased cost of producing the increased supply required 
by a larger national and world population. Since the base period years, United 
States population increased by 7 percent meaning that food and fiber consump- 
tion and production and therefore income to cover production costs needed to be 
that much greater to maintain per person consumption rates. And, it should 
be noted that in none of the base period years except 1953 did increases occur 
in so-called agricultural surpluses. It would be reasonable to suppose therefore, 
that a full employment economy in future years should be equally capable of 
using and paying the production cost of an equivalent supply of farm output 
as in the base period years. In any event increased output means increased 
production costs and the income needed to pay production costs must be greater. 
Total farm output in 1955 is expected to be about 3 percent higher than in the 
base period years (an index of 107 as compared to 104). 

Multiplying the $19.9 billion base period average farm production costs by 
the several adjustment percentages just discussed gives a 1955 full employment 
farm cost and production figure of $24.3 billion. 

Adding national full employment farm net income of $15.3 billion to national 
full employment farm costs of production of $24.3 billion results in a 1955 full 
employment farm gross income total of $39.7 billion. 

If farmers are to maintain the farm plant of the Nation and make their full 
contribution to production and purchasing power to an expanding full employ- 
ment economy, national total farm gross income in 1955 should be close to $40 
billion instead of the approximately $32% or $33 billion now forecasted by 
United States Department of Agriculture, 

At the expected national farm production this level of income could be ob- 
tained if prices received by farmers should average 103 percent of parity as 
now calculated instead of the current 86 percent of parity level. 


Exursit B.—Calculation of 1955 full employment farm gross and net income 


(a) Acreage annual realized net income of farm operators (base 


DePied |‘ VoHPO) iii Be Aa a ee $13, 900, 000, 000 

b) Average number farm family workers (base period years) — 7, 200, 000 

(c) Acreage net income per farm family worker... .___~ $1, 914 

(@) Wages per hour of manufacturing workers: 

Riiwe period Feared i as $1. 48 

SenGary 10. a eh daab libitsinwbind $1. 83 

Index for January 1955 (base period=100)____________ 124 

(e) 1955 full employment farm net income per family worker__ $2, 373 

(f) Number of family workers on farms 1954 average____--_~ 6, 500, 000 
(9g) Total 1955 full employment national realized net income 

OF Taft opera. oi ii)it. 2) era a ee aie $15, 400, 000, 000 


(h) Average annual farm operating costs (base period years)__ $19, 900, 000, 000 
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ExuHisIt B.—Calculation of 1955 full employment farm gross and net income— 
Continued 


(i) Increase in ratio of operating costs to gross income 
(index) 109 
(j) Inerease in farm output (index base period=100) 103 
(k) Farm cost-of-production index 
Base period 266 
January 1955 290 
Eribemee (O0Ge RON LAA cic eS Bei Le 109 
(1) Total 1955 full employment level farm cost of production__. $24, 300, 000, 000 
(m) Total 1955 national full employment farm gross income__ $39, 700, 000, 000 


EXHIBIT C 


TABLE I.—Economic indicators for 5 most recent years of full employment 


Farm 
United | 
States 
popula- 
tion 


Peree | 
a Realized | | 
‘loved | netin- Farm | Farm | 
nes come of | operat- grain | 


Mrs ~~ | farm op- ing costs | income | 
erators | 


force 


| facturing 
work- | wages 
ers | per hour | 
| } 


Cost of | 
produe- 
tion 
index 


Out- 
put 
| index 





i | 
} | | j | 
Billions Billions | Billions | Millions | 
$13.3 | | $1.77 22.2 | $35. 4 159. 6 | 
13.6 7 . 67 "23. 2 | 36.8 157.0 | 
14.5 . 59 | 22. 4 | 36.9 | 154. 4 | 
3. 15.6 0 | .35 | 9 | 34.5} 146.6 | 
1048. cbanasink > 12.3 | .§ 02 | 3.0 | 25.3 | 139.9 





Total... 69.31 36.2\|........ 99. 7 168.9 |____- 
Average... 3. 7.2 | ‘ 9.9 | 33.8 151. 5 | 
January 1955__| 5. 5 . 8 Rik Nn cts 164. 0 











Mr. Jounson. One more question I would like to ask. 

Mr. Baker. We urge the early favorable attention by this com- 
mittee to H. R. 12. We hope that you can include as a result of our 
previous discussions earlier this morning before the committee, dairy 
products asa basic. We hope that you can bring about the very early 
repeal of the sliding scale. 

I want to thank the committee for its courtesy and thank you per- 
sonally for the very fine way in which you have cooperated this 
morning in making it possible for us to appear here. 

Mr. Jounson. Were you present yesterday when Mr. Shuman of 
the Farm Bureau testified 2 

Mr. Baxer. Yes, sir. 

Mr. Jounson. I think you heard him say that he thought the solu- 
tion for the 6 basics was to get them down to 75 percent of parity, the 
same as we have for the dairy farmer? 

Mr. Baxer. Well, I heard the statement the same way Mr. Poage 
did, it seemed to me like he testified for lower prices and more controls. 

Mr. Jounson. What would you say that 75 percent 

Mr. Baxer. That he wants, in other words, to adopt for all other 
commodities the same sliding scale that the dairy farmers have already 
slid down 

Mr. Jounson. Have you heard many statements to the effect that 
the national farm income is down to 86 percent ? 

Mr. Baker. Parity ratio is 86 percent. 

Mr. Jounson. What would you say the income last year was for the 
dairy farmers for Wisconsin who had 75 percent of parity ? 
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Mr. Baxer. May I check whether my picture has arrived yet? I 
am trying to fix up a picture for the committee to see the dairy farmer’s 
plight this morning. We donot have enough facilities to get the thing 
as perfect as we would have liked. But this is 1952. This much was 
left for family living in 1952 for the dairy farmer when prices were 
somewhere around 100 percent of parity. 

Mr. AsernetHy. May I suggest that the witness refer to it by col- 
umns, first, second, or third, as the appear, and make the chart a part 
of the record. Then it will be understandable to those who read the 
hearings. 

Mr. Baxer. The first column gives the picture for a better than 
average western Wisconsin dairy farm, the one that is used by the 
United States Department of Agriculture in its publication on typical 
commercial family-operated farms. 

This western Wisconsin dairy farm—in the first column, showing 
1952 the middle column showing 1953, the third column showing 1954. 
The figures shown for the first two columns, 1952 and 1953, are taken 
directly from the United States Department of Agriculture’s publica- 
tion on this subject. The 1954 figure will not be available until Jan- 
uary 1956, so I have made a statistical estimate as to what it probably 
= based on the best information available for 1954. This chart 
shows 

Mr. Jonnson. The dairy farmer in 1954 had 75 percent? 

Mr. Baxer. That is correct. We did not have time to work out 
what it would be for a full year like 1954 at the bottom. 

Mr. AsernetnHy. Is it the gross income per capita per dairy farmer 
during the respective years? 

Mr. Baxker. Per family. It is a return for labor and management 
per family. 

Mr. Anernetuy. Gross or net? 

Mr. Baxer. The top figure is the gross sales. In 1952, $7,400; in 
1953, $6,400. My estimate for 1954 is approximately $5,400. 

Mr. Bass. That is based on some actual facts aad: figures, though, 
is it not? Not your personal estimate ? 

Mr. Baker. No, sir. It is based on available official figures. 

Mr. Bass. From the Department of Agriculture and other places 
where you got that information ? 

Mr. Baxer. That is correct. It shows that, although feed prices 
dropped a little bit and the cost of buying additional milk cows and 
replacement calves dropped so that the cost of production plus depre- 
ciation of milking alicia and barns, and fences, and the rest, the 
cost did not decrease anything like or to the same extent that the gross 
from sale of products dropped. It was the amount that was left for 
family living that got squeezed. 

Again it very clearly indicates that dairy farmers already are at 
the bottom of the sliding scale. We noticed that in 1952 the average 
farm in the United States of all different types ee about $200 
a month earnings for the family. The average dairy farmer in west- 
ern Wisconsin averaged about $200 per month per family, the earnings 
for the family to live on. You remember at the bottom of the sliding 
scale for all farmers the income comes about $100 a month for the 
family to live on. Dairy farmers in 1954 were almost down there at 
the bottom, with $1,300 a year left for the family, or about $100 a 
month. 
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Mr, Jonnson. What would your estimate be if we had 75 percent 
of parity for a full year, or had been on the sliding scale, what his 
net income would have been ? 

Mr. Baxer. One rough guess, just off the cuff, take 5 percent off 
of the 1954 $5,400, about 2 percent off the $4,100, which would mean 
about an 8-percent cut. It would be about $1,195 or $1,200. 

Mr. AsperNetuy. Two and a half years ago this administration 
sent its candidates to the people, particularly to the area where you 
have such a large membership, and there their candidate committed 
himself to obtaining 100 percent parity at the market place, to a pro- 
gram which would bring farmers a free agriculture. Do you have 
any recollection of that? 

Mr. Baker. Yes, sir. 

Mr. Aserneruy. Now, we are in the third year of this adminis- 
tration. Do you have anything to indicate that we have made any 
progress whatsoever toward a free agriculture and a 100 percent of 
parity at the market place, or does the information that you have 
indicate the opposite ? 

Mr. Baxer. The information that I have goes in the opposite direc- 
tion both ways. In other words, of course, as the chairman said yes- 
terday, the man went up the hill and then went back down on the 
cross-compliance thing. But that was, as all of us know, the worst 
regimentation of farmers that has ever been. 

r. AperNeTHY. Does the price return for farm commodities— 
from the studies that you and your organization have made of it— 
point in a direction of 100 percent of parity at the market place, or is 
it in the opposite direction since the administration took office? 

Mr. Baxer. Mr, Abernethy, I am going to let you say which direc- 
tion this points. Iam just going to read the figures. 

In October 1952, parity ratio was 99. 

In October 1953, the parity ratio was 91. 

In September 1954, the parity ratio was 88, and in January 1955, 
the parity ratio was 86. If it keeps going that way, it cannot possibly 
ever get to 100. 

Mr. Asernetuy. I do not want to make a statement that will reflect 
on the honesty and integrity of the President of the United States 
because I believe him to be an honest man and I think his integrity 
is unquestioned. 

Do you agree with me that ethical campaigning and honesty in 
Government require that they either come up with a program of 100 
percent of parity at the market place and a free agriculture or an 
admission that they have tried, failed, and are unable to deliver on 
their promise. 

Mr. Baxer. Ido. I agree with you fully. 

And, Mr. Chairman, I had overlooked requesting that the remainder 
of Mr. Christianson’s statement be made a part of the record of these 
hearings. 

Mr. Poaae. Without objection, that is so ordered. 

Mrs. Knutson. I would like to know in deference, the opposite of 
sliding-scale parity chart that you had here on dairy products, now 
speaking of it from a general standpoint, how would this bill, this 
H. R. 12, if it were passed, benefit our farm families? I am also 
interested in them. And how would that benefit them at 90 percent 
parity, generally ? 
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Mr. Baxer. First, Mrs. Knutson, I think it is well to say that a drop 
in price, the relationship of the price which a farm product can be 
sold for with respect to parity, means a drop in gross income, and a 
1 percent drop in gross income means between 114 and a 2 percent 
drop in the amount that is left for farm-family living. As that chart 
showed, as you go down, cost of production does not drop. What gets 
squeezed is what is left for the family to live on. 

Let us say milk is added to the other six basics in this legislation or 
even if it is not and cannot be at the moment, but is added later— 
that is the fulerum point at which all price supports by administra- 
tive—under discretionary legislation, that is the fulerum point that 
decides what the agricultural economy is going to be. If we say that 
all we need for basics is 75 percent of parity, then by that same token 
we have said that all we need for agriculture is 75 percent, Mr. Chair- 
man. It sets the base. There are a lot of us who have been in the 
Department of Agriculture helping with making these decisions— 
you cannot get different support levels for different kinds of com- 
modities too far out of suitable economic relationship and ratio to 
each other, otherwise, you would throw the whole machine out of gear. 

So, if the law says that wheat and milk and corn and peanuts and 
rice and cotton, the basic commodities shall be 100 or 90 or 75, what- 
ever the ratio, then, Mr. Gathings, they say, all right if cotton is only 
75 percent, that is more than enough for cottonseed, and if that is 
more than enough for cottonseed, it is more than enough for flax, and 
you have to keep soybeans in line with flax and cottonseed and if you 
say that corn is only 75 percent in a sliding scale bill, that is enough 
for corn, that is enough for anything that eats corn and more than 
enough for any other feed grain that has to compete with corn, either 
for market or land use. 

Mrs. Knutson. Am I to believe, then, that your organization would 
be in favor of direct payments for these things to the farmers? 

Mr. Baxer. Indeed, and in combination with other methods of 
support. 

Mr. Jonnson. I do not want to ask any more questions. I noticed 
Mrs. Knutson had put on the desk of each one of the members good 
Norwegian lefse. I think, from my experience, she should explain 
what lefse is for the benefit of the members of the committee from 
other areas of the United States. 

Mr. Poage. I will be delighted to have her explain that, and on 
behalf of the committee I want to thank Mrs. Knutson, but, frankly, 
we are going to complete this witness right now, and Mr. Jennings 
had asked to ask a question. 

Mr. Andresen wants to ask a question, too. Mr. Gathings wants to 
ask a question. Anybody else want to ask a question? If not, we are 
going to let those three ask questions and complete this testimony 
and then take up Mr. Newsom. 

Mr. Jenninos. Mr. Baker, I asked the Secretary the other day 
what his theory was, or if he agreed with my theory that agriculture 
was the basis of our economy. What is your organization’s theory 
on that ? 

Mr. Baxer. Mr. Jennings, there is not the least doubt. in my mind 
or that of any of our folks, and I think of any thoughtful person that 
has looked at the record at all, but that the income that farmers can 
earn, and the products that they produce, both from a physical produc- 
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tion standpoint, and from an income standpoint, farming, as Thomas 
Jefferson of your good State said, farming is the basic industry in 
any society. 

Mr. Jenntnos. I thank you for your direct answer as well as your 
theory of Jefferson. ; 

Mr. Anpresen. Mr. Baker, I also want to apologize for not being 
here to hear your statement. As you will note, the minority members 
of the committee are not present. We have been at an important con- 
ference, attending to affairs. It was not because we did not want to 
hear you. 

Mr. Baxer. I appreciate that. 

Mr. AnDrESEN. They are coming in now and I hope they will have 
the sense to study your statement. I have a copy before me. I will 
study it. 

I do not want to repeat anything that has already been touched 
on. Did your statement cover anything with reference to the produc- 
tion of dairy products? 

Mr. Baxer. Both the statement and the questions and answers, Mr. 
Andresen. We went into that very thoroughly, both with President 
Christianson of your State and then later in their questions of me. 

Mr. AnpresENn. I understood from some of the statements made in 
the campaign last October, your organization or at least the Minnesota 
branch favored either 90 or 100 percent parity support price for 
dairy products. 

Mr. Baker. Yes, sir, and still do. 

Mr. AnpresEN. What is your position now ? 

Mr. Baker. Our general position, Mr. Andresen, is that we favor 
100 percent of parity price supports on the family-farm production 
of all farm-produced commodities. That would include milk. 

Mr. AnpresEN. On dairy products? 

Mr. Baxer. That would include milk being produced on the farm. 

Mr. AnpresENn. Is that your position, Mr. Christianson ? 

Mr. CuristTranson. Yes; we in the Minnesota Farmers Union favor 
full parity or 100 percent of pre. 

Mr. Anpresen. You did take the position for a while of 90 percent 
of parity ? 

Mr. Curist1anson. Well, no direct position at 90 percent of parity. 
Our program specifically spells out that at 100 percent but because 
of the 75 percent flexible sliding scale, we, of course, supported the 90- 
percent feature in the bill. 

Mr. AnprESEN. You want a rigid support price for dairy products, 
90 or 100 percent, or do you want dairy products under a sliding scale ? 

Mr. Curist1anson. We favor putting the dairy products under 
the basic commodities and treat them as basic commodities are treated. 

Mr. ANnpresen. Then you recognize that dairy products and other 
perishables have been under the sliding scale between 75 and 90 per- 
cent since its enactment ? 

Mr. CuristTianson. Yes. 

Mr. AnprEsEN. Have you given any thought to the disposition of 
surplus dairy products? 

Mr. Curist1anson. I will ask Mr. Baker. 

Mr. Baxer. Yes, sir; we have given a great deal of thought to that. 
And, as I stated earlier, we think everything that is humanly and 
financially possible and reasonable should be done to make it possible 
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for all of the people in the United States to have all of the milk and 
other nutritious dairy products that are needed for adequate nutrition. 
We favor a much larger and a continuation of the fiuid milk-for- 
schools program that has already been inaugurated. We favor the 
entire expansion of the school-lunch program to the 70 percent of the 
schools that do not have it. We feel that the Armed Forces and the 
Veterans’ Administration ought to use more milk than they are now 
using. We favor the enactment of a stamp plan or some other method 
to see to it that all of the low-income and old-age people and the halt 
and lame and blind and other unfortunates can have the purchasing 
power that they need to be able to buy the good milk and milk products 
that they need for good nutrition. We favor everything that can be 
done to expand the consumption of dairy products. 

Mr. AnprEsEN. You have mentioned some of the specific things in 
the brief without going into detail. I want to ask you specifically, 
do you favor the brucellosis-eradication program by this committee? 

Mr. Baker. Yes, sir; we do. 

Mr. Anpresen. You favor the school-lunch program put into opera- 
tion by this committee ? 

Mr. Baxer. Yes, sir; and feel that it should be expanded and con- 
tinued. 

Mr. Anpresen. You favor the program of using the surplus dairy 
products for veterans in the hospitals? 

Mr. Baxer. I would say that abundant dairy products rather than 
surplus and we do approve their being used by the Veterans’ Adminis- 
tration, itself. 

Mr. Anpresen. And you favor feeding the dairy products to the 
men in the armed services ? 

Mr. Baker. Yes, sir. 

Mr. Anoresen. So you approve, then, of what this committee has 
already done in 1954? 

Mr. Baker. We approve of it as being a long, firm step in the 
right direction. We think that it ought to be an even bigger step, 
Mr. Andresen. 

Mr. ANnprRESEN. You know something about the difficulty we had here 
last year trying to maintain 90 percent support for the dairy products? 

Mr. Baxer. Yes, sir, I do. 

Mr. Anpresen. This committee decided that they would put support 
price on dairy products of 80 percent, the majority went along for 
that. Did you favor that? 

Mr. Baxer. No, sir. 

Mr. Chairman, our feeling is that milk and butterfat produced on 
the farms, family farm of America, are ab asic commodity, and should 
have the same type of programs and protection as a basic commodity. 

Mr. Anpresen. When did you you first take that position ? 

Mr. Baxer. Essentially our position for many, many years has 
been that any commodity that contributes or is a part of, an important 
part of any farm family’s income is basic to that farm family. 

Mr. AnpreseNn. Particularly milk? 

Mr. Baxer. That has been the position since we have had a position 
on milk, I would guess. 

Mr. Anpresen. That is only a year ago? 

Mr. Baxer. No, sir; that is some 53 years. And not in exactly the 
same words but throughout our entire organized existence. 
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Mr. ANpRESEN. I have been on this committee for a long time, and 
I have never heard the Farmers Union come in and say a good word 
on this until last year, for dairy products. 

= Baxer. Maybe you just missed the meetings where it was dis- 
cus ° 

Mr. Anpresen. No; I am quite a regular attendant here on this com- 
mittee. I have been here when members of your organization, of the 
national organization, have been before our committee. I have ques- 
tioned your national leadership on their interest in dairy products, 
but it was only last year that was the first time, to my recollection, that 
we have had any expression from your national organization. 

Mr. Baxer. I think the record will stand, Mr. Andresen. The 
record will be whatever the record is, regardless of what we may think 
without reading it into the record. I do not have copies of all of 
the past hearings of the committee. My recollection is that we have 
always taken the position that dairy products, feed grains, corn, 
wheat, cotton, peanuts, rice, any other commodity produced by the 
family farmer, was a basic commodity. 

Mr. AnpresEN. It is a surprise now maybe because you just recently 
began organizing among the dairy farmers. I do not blame you for 
that, you understand. 

You know our problem is disposing of our surplus commodities, 
not only in wheat and cotton, but also in dairy cbihentn, We have a 
large surplus in the hands of the Government under the support pro- 
gram and if we can get rid of these surpluses, we would not have any 
problem in any commodity. Just what is the position of the Farmers 
Union organization, the national organization on the reciprocal trade 
program and the bill that was recently passed in Congress ? 

Mr. Baxer. We favored the reciprocal trade agreements extension 
with the escape clause intact for the purpose of protecting domestic 
price-support programs for farmers. 

Mr. AnpreEsEN. Did you favor the bill that was passed here last 
week ? 

Mr. Baxer. Yes, sir. 

Mr. Anpresen. If you have been familiar with the operation of 
things around Congress, which I know you have, you are familiar 
with the attempt that was made and it was successful, in the passage 
of section 104 to the Defense Production Act which limited the im- 
ports of dairy products during the time that we had surpluses in this 
country ? 

Mr. Banke Yes, sir. 

Mr. Anpresen. Did you take a position on that act ? 

Mr. Baxer. I do not recall. 1 think that what we said was, if I 
can recapture that, that was some time ago—I think what we said 
was that section 104 was unnecessary because the machinery was set 
up in reciprocal trade agreement, the act itself, and in section 22, one 
of the farm acts, to adequately protect the domestic price-support 
program for milk and its products. 

r. ANpREsEN. You also recognized, I think you will remember 
that we could not get any, under section 22 of the Agricultural Adjust- 
ment Act and the Secretary, it was quite definite, would not invoke 
that on dairy products and, therefore, permitted large imports of 
dairy products to come into the country and so section 104 was neces- 
sary to limit that point. 
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Mr. Baxer. As you well know, we have always had trouble with 
what I characterize in my hillbilly English as being the unrealistic 
freetraders. 

Mr. AnprEsEN. Are you in favor of free trade? 

Mr. Baxer. We are for expanded international exchange of com- 
modities. We are not for the so-called free cartel dominated inter- 
national markets, 

Mr. Anpresen. Are you for bringing in more dairy products into 
this country ? 

Mr. Baxer. Only under—if we had the setup the way we would 
like to have it, we would have international commodity agreements 
on all of the dairy products that enter importantly into international 
trade either as imports or exports. There would be a negotiated 
agreement between them and us, as to the extent to which these things 
would be moved and it would also come under the international food 
and raw materials reserve so there would be buffer stock operation 
and market stabilization. 

Mr. AnpreseNn. Do you feel that the present limitation on imports 
on dairy products should be maintained or do you want it removed ? 

Mr. Baxer. We would like to see this in a broader framework of 
an international food and raw materials reserve of international com- 
modity agreements such as the International Wheat Agreement. 

Mr. Anopresen. That does not answer my question. 

Mr. Baxer. And the International Federation of Agricultural Pro- 
ducers has been in meeting, 2 meetings; 1 in London and 1 here. They 
were trying to get the governments to set up some international agree- 
ment in the dairy field so that the problems that you are talking about 
‘an be solved within a framework of peaceful negotiation. 

Mr. Anpresen. Do you want all this free-trade proposition turned 
over to a world agency to state just what should be done so far as this 
country is concerned ? 

Mr. Baxer. No, sir. Short of getting an appropriately designed 
negotiated international agreement to handle these things—we do 
not feel that the farmers of America or the producers of milk or 
any other small economic group should pay the cost, the full cost, 
of intelligent international policy. Therefore, if we cannot get an 
adequate price-support program, if you cannot get these international 
devices to rationalize this thing, then the only thing that we can 
face is what is sometimes called an automatic fluctuating parity tariff, 
with the import quotas necessary to back it up. 

And we would go to that, you see, only if we are forced to it, 
because these other things cannot be done, but we agree with you, 
Mr. Andresen, that we do not want the dairy farmers to have to 
pay the cost of good international relations with Holland or good 
international relations with anybody else. 

It ought to be paid by the Nation as a whole and not just by the 
people who are in the business. 

Mr. Anpresen. Do you recognize that we cannot ship any dairy 
products into Denmark or Holland or Belgium or France or any other 
country where they produce dairy products themselves? 

Mr. Baxer. I am not sure of whether it is as inclusive as you said 
before, but I know that what you say is approximately correct. It is 
predominantly correct. 
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Mr. Anpresen. I know what I am talking about. They want the 
market to themselves. 

Mr. Baxer. I have read a list of the nations that have such restric- 
tions, and I know it is a very long list. 

Mr. Anpresen. We have had witnesses before our committee from 
some of those countries, who said that we interferred with their do- 
mestic program. Do you think we should let them interfere with 
our domestic program ¢ 

Mr. Baxer. I think they and we ought to get together and work out 
a rationalized intelligent basis of solving their problems and our 
problems within a basis which is mutually advantageous to them and 
to us. 

Mr. Anpresen. From what you say, I take it that you want to have 
some international organization setup that will reach a satisfactory 
agreement on this matter of trade? 

Mr. Baker. Yes, sir. 

Mr. Anpresen. Including dairy products? 

Mr. Baker. Yes, sir. 

Mr. Anpresen. And you do not quite agree with Mr. Christianson, 
as I recollect his understanding of it, that he wants to protect dairy 
products out in Minnesota, where he represents your organization, 
and he has taken quite a definite stand at least there down in my dis- 
trict, that we ought to protect the dairy products. 

Mr. Baxer. The National Farmers Union and John Baker, both 
think that we ought to protect the dairy farmer at 100 percent of 
parity. 

Mr. Anpresen. We have got to be realistic about this thing. We 
have got to try to work out how to get rid of these commodities. You 
have mentioned that you have agreed with what we have done in this 
committee so far? 

Mr. Baker. Yes, sir. 

Mr. AnpresEN. And you want to get more distribution in this coun- 
try. Do you think lowering the price of milk to the consumers would 
secure greater distribution ¢ 

Mr. Baxer. Yes, sir, I think it would. If you used the produc- 
tion payment as a means of supporting the producers’ earnings above a 
base minimum level where you do not have the bottom unlocated. 

Mr. Anpresen. That legislation was also reported out of this com- 
mittee last year ? 

Mr. Baxer. Yes, sir. 

Mr. Anpresen. And in 1954, but we were not able to get it enacted 
into law because the Senate refused to go along with that provision. 
You think lower prices would bring greater distribution, do you? 

Mr. Baker. Lower retail prices. 

Mr. Anpresen. Lower retail prices? 

Mr. Baxer. Yes, sir. That would help. I think, in addition, you 
need a food stamp plan and these other things to make up the gap 
in these lower-income levels. 

Lowering the price of milk for a person who does not have any 
purchasing power to buy it at any price, is not going to change the 
amount that he can buy. You need a stamp plan or food allotment 
plan or something of that kind to put purchasing power in that fel- 
low’s hands. 

592145516 
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Mr. Anpresen. The main cost in the distribution of dairy products 
is in the labor cost which is in a good many items including manu- 
factured items. Would you be willing to reduce the wages paid to the 
laboring man that delivers the milk? 

Mr. Baxer. What we would like to see is a very thorough investi- 
gation by joint congressional committees, or by the appropriate in- 
dependent agency of the executive branch, to find out where and why 
it is, all of the different reasons that the marketing margins, this 
widening in spread between what the farmer receives and what the 
consumer pays—we would like to find out why all of those different 
elements in that have been causing the thing to expand. We want to 
find out if there is any element of monopoly in it, any element of 
racketeering in it, any element of unnecessary cost that has been 
loaded in. The farmer in December of 1954 was getting only 42 
cents out of the consumer’s dollar. Not too long ago he was getting 
52 cents out of that dollar. 

Where has that extra 10 cents gone? Not only with respect to dairy 
products, but with respect to all of these farm products, I think we 
ought to find out. 

Mr. AnpresEN. From the information submitted to our dairy com- 
mittee here we have learned that some of the milk drivers, in some of 
the larger consuming areas, receive $10,000 to $15,000 a year. Do 
you think that adds to the cost to the consumer ? 

Mr. Baker. The cost of hired labor in the distribution process is 
part of the spread between what the farmer gets and the consumer 
pays. 

Mr. AnNprESEN. Then you would be willing, as I take it from what 
you have said, to reduce the cost and to make labor share its proper 
reduction in the cost? 

Mr. Baxer. No, sir. I did not suggest that we reduce anybody. I 
have suggested so far that we make a thorough investigation to find 
out whether the increases have been justified or not. The implica- 
tion being, if we find out that certain elements of this marketing 
margin are not justified. Then we should try to figure out how to 
reduce it. 

Mr. AnpresEN. I have noticed the cost of milk remains just about 
the same to the consumers, irrespective of what the farmer receives. 
I know we are limited on time. Mr. Laird just asked me to yield 
for him. 

Mr. Poace. I am just wondering whether we could agree. We 
have Mr. Newsom before us, he has been waiting all morning. He 
was set for this morning. Because of the delay yesterday, Mr. Baker 
was delayed. Mr. Newsom has been delayed now up until this time. 
We promised Mr. Gathings to let him ask a question. 

Mr. Garurnes. I will refrain from asking a question. 

Mr. Poace. Thank you, Mr. Gathings. Now I want Mr. Newsom 
to testify. I am wondering, because there are members who have not 
been able to ask the questions they want to, could Mr. Baker come 
back this afternoon. 

Mr. Baxer. I would be glad to. 

Mr. Poacr. I do feel in all fairness, Mr. Newsom, also should be 
heard. He is entitled to be heard I am sure the members will agree. 
He is not here, trying to sell us something. The committee asked 
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him to come. I would like for him to have an opportunity to be 
heard. Did you say that you could come back? 

Mr. Baker. I will be glad to. 

Mr. Poacr. Can you come back, Mr. Laird, and question him at a 
later time. 

Mr, Latrp. Yes, sir. 

Mr. Poace. What time do you wish to proceed ? 

Mr. Latrp. Two o’clock. 

Mr. Poace. That would be convenient to you. 

Mr. Anpresen. As I understand it, a very important matter is com- 
ing up on the floor. 

r. Poage. I am just trying to work it out so the gentleman can be 
heard. So that everyone can have a chance to ask questions. 

Mr. ANpreEsEN. I cannot see the necessity of all of the speed with 
which we are proceeding. 

Mr. Poace. The committee asked Mr. Newsom to be here this morn- 
ing at 10 o’clock. 

r. ANDRESEN. I certainly want to hear him. 

Mr. Poace. We cannot hear him if we spend the rest of the morning 
hearing Mr. Baker. 

It is just that simple The chairman wants to do this: We did close 
the time as far as Mr. Baker was concerned, because we saw where we 
were going. 

et Anpresen. Can we hear Mr. Baker tomorrow morning at 10 
o’clock. 

Mr. Poaae. No, the program is full tomorrow morning, but we can 
hear him this afternoon at 2 o’clock. 

Mr. Anpresen. I want to hear him. 

Mr. Poses. As far as the acting chairman is concerned, he will at- 
tempt to be back here at 2 o’clock in order that Mr. Laird may have an 
opportunity to ask the questions he wants to ask. 

r. ANDRESEN. But not on an important bill like this. 

Mr. Poace. If anybody raises a question that we do not have per- 
mission of the House to sit, of course we cannot sit. Otherwise, the 
committee will hear Mr. Baker at 2 o’clock this afternoon and other 
members can question him at that time. We will now be glad to hear 
from Mr. Newsom. 

Thank you, Mr. Baker. 

Mr. Baker. Thank you. I only want to say that we can come in 
here in the morning if it meets your convenience. 

Mr. Poace. We appreciate your willingness to accommodate the 
committee but other witnesses are scheduled in the morning. We shall 
be in exactly the same situation that we are now. 

Mrs. Knutson, we will insert at this point the material you so kindly 
submitted. 

(The material follows :) 


CoNGRESS OF THE UNITED STATES, 
House of Representatives, Washington, D.C. 
Dear COLLEAGUE: This is a piece of lefse sent by the Chamber of Commerce, 
Fergus Falls, in my district in Minnesota for the members of the House Agricul- 
ture Committee. 
Lefse is made from mashed potatoes with a little flour and shortening mixed 
in and then haked on top of a wood stove or an electric griddle. 


Cora Knutson, M. C., 
Ninth District, Minnesota. 
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Mr. Poagr. We will now hear Mr. Newsom. 


STATEMENT OF HERSCHEL D. NEWSOM, MASTER, THE NATIONAL 
GRANGE, ACCOMPANIED BY JOSEPH 0. PARKER, CONSULTANT 


Mr. Newsom. Mr. Chairman and members of the committee, I want 
to thank you for the privilege of appearing here this morning to 
present our views concerning H. R. 12 and similar bills relating to 
price supports for the so-called six basic commodities. In the an- 
nouncement of the hearing, and in the invitation to testify, 1t was 
indicated that it was the committee’s desire to confine the testimony 
this morning to the matter of price support for the six basic com- 
modities. Last year, when we appeared before the committee, we 
presented a comprehensive statement with respect to a sound agricul- 
tural program and that statement, we believe, is applicable to the 
subject matter under consideration today, and we would like, therefore, 
to incorporate it by reference, since H. R. 12, which provides for a 
continuation of price support at 90 percent of parity through 1957, 
presents essentially the same question which was raised by H. R. 9680 
last year. 

With respect to the matter of the level of price support, we need 
again to remind ourselves and to remember that the Commodity Credit 
Corporation was conceived and the Grange supported it, as an agency 
to support prices and to enable farmers to market their commodities 
in a more orderly manner. We never envisioned the CCC as an 
alternate market for American farmers to such an extent that it would 
be called upon to make substantial subsidy payments up to 25 percent 
or more of the value of a given commodity, to enable the commodity 
to gain access to the markets of the world. 

We firmly believe that continued adherence to wartime price-support 
levels in all instances as a permanent or long-time program is not 
only expensive to all of us as American taxpayers, but that it cannot 
effectively achieve and maintain agricultural prosperity. Continued 
support at this level as a permanent policy for certain commodities, 
particularly those which must depend upon substantial export markets 
for outlets, will cause severe losses and will do great damage to the 
economic status of farmers as well as injure the farm program 
generally. 

On the other hand, we have no faith that broad adherence to a 
schedule of flexible price supports, particularly under present condi- 
tions, will serve well either agriculture or America as a whole. Farm- 
ers have already suffered severe price declines, and farm prices are out 
of balance with industrial prices. Agricultural stocks are at or near 
record levels, and farmers have been required to drastically curtail 
production. Farm income is likely to drop still further this year, 
because of the perreon of acreage controls and because agricultural 
prices tend to decline first and fall faster in adjustment periods. Some 
improvement in market for certain commodities may tend to offset 
this decline. 

This matter of the decline of farm prices at a time when industrial 
rices and wages are continuing to rise is a matter of serious concern. 
Ve believe that for the present we must concentrate on the revisions 

necessary to correct this disparity and to bring about a better balance 
between supply and demand conditions. To do this requires, among 


PRICE SUPPORTS FOR BASIC COMMODITIES 239 


other things, a rather sharp adjustment in our production plant 
from a wartime basis to peacetime requirements. This is doubly 
difficult because it must be carried out in a period of declining prices 
with heavy price-depressing stocks on hand. In the light of these 
conditions we do not believe it would be safe to attempt to put into 
operation a schedule of full flexible price supports without further 
changes being made in the basic legislation to meet the particular 
needs of the different commodities. 

The issue as we see it is not as simple as the one which has been 
popularized in the public eye, as simply a clash between advocates 
of high supports as against those urging flexible supports from 75 
to 90 percent of parity. As we see it, neither position will serve as 
a cure-all or meet the fundamental needs of each of the six basic com- 
modities. The Grange has long advocated that an effective solution 
demands a commodity-by-commodity approach to the problem, and 
that no single formula can possibly prescribe with intelligence for 
the peculiar requirements of all of the commodities. 

In regard to a commodity like tobacco it apparently is feasible 
through quotas to keep supplies in line with demand and thereby 
provide price support at a high level, so long at least as it is possible 
to export into the world market the amounts available for export at 
prices eee to or higher than the support level. In recognition 
of this, the law provides that tobacco is to be supported at 90 percent 
of parity if producers have not disapproved marketing quotas. This 
provision had the support of those who advocated flexible supports 
for all of the other basic commodities. 

The factors and conditions affecting tobacco, however, are not the 
same as those affecting cotton, because cotton is not only subject to 
more severe price competition from foreign growths, but it is also 
faced with extreme competition from synthetic fibers. Thus, while 
under some circumstances it may be possible to sustain price by con- 
trolling volume, it is quite another hing to maintain markets if the 
commodity is priced above competing synthetics or foreign growths. 
Although cotton appears to be moving freely into domestic and world 
markets at the present time at prices slightly in excess of support 
prices, it must be continually borne in mind that prices of a com- 
modity like cotton must be kept flexible enough to prevent a loss of 
markets to either foreign cotton or synthetics. The operation of the 
set-aside and the cutback in cotton acreage would appear to assure 
that price support for cotton will remain at or near 90 percent of 
parity for the next year or two. If this is true, it would seem to 
make little difference in substance whether the level of support is 
achieved by legal direction or by operation of the formula. 

Because of the peculiar factual conditions affecting corn, that com- 
modity is probably best suited for the application of flexible supports. 
Only a small part of the total corn production is sold on the cash 
market. Most of it is marketed through meat animals. Corn, there- 
fore, has multiple outlets which situation makes for great, flexibility 
in operation. With the enactment of the Agricultural Act of 1954, 
corngrowers in effect were given a special program presumably be- 
cause of the unique conditions affecting corn. Under this special 
program, corn producers are permitted to produce within their allot- 
ment and receive price support, or they may produce and market all 
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the corn they care to without penalty. If they exceed their allotments, 
of course, they may not put their corn under loan, but they are free to 
market their corn without the payment of a marketing penalty. In 
doing this they also benefit indirectly from the umbrella effect of price 
support in the market place. As long as corn producers are permitted 
to produce unlimited quantities of corn free of penalty, we think it 
would be unwise to provide mandatory high level support in the 
market place for any part of the corn production, since it is doubtful 
that production mo be kept in such balance with demand as to 
provide a level of price in the market place equivalent to 90 percent 
of parity. 

The supply of peanuts at present is about in line with demand, and 
producers are receiving above 90 percent of parity. With the acreage 
of peanuts severely cut back, it may be possible in the immediate 
future for peanut producers to keep this balance provided the Presi- 
dent does not permit imports and put them in a surplus condition. 
In such event, it would seem unfair to penalize domestic producers 
because of increased supplies resulting from imported peanuts, per- 
mitted entry by an adjustment of the import quota. 

This brings us to wheat and rice. According to the Secretary of 
Agriculture, our biggest problem is wheat, and rice is our No. 2 
problem. It was pointed out that the 1955 wheat allotment has been 
reduced to 55 million acres, the minimum provided by law, compared 
with the 1954 allotment of 62 million acres and compared with an 
acreage in 1953, when no acreage allotments were in effect, of about 
78 million acres. The Secretary stated that, with record supplies 
of wheat on hand, the acreage allotment, had it not been for the 
statutory minimum, would have been only about 19 million acres. 

It seems to us this is a completely revealing statement that we need 
to ponder very seriously. 

He further stated that with the allotment at the minimum provided 
by law, our total of wheat supplies next year probably will be greater 
than they are now. That, gentlemen, is a dismal picture indeed which 
the Secretary of Agriculture paints for the wheat farmer. It is one 
which we believe requires immediate action toward finding a solution. 
It must have been extremely discouraging to the wheat farmers when 
the Under Secretary of Agriculture indicated that the Department 
does not contemplate making any further major farm recommenda- 
tions to this session of Congress, and indicated that the Department 
intended to rely principally on flexible price supports, which we do 
not believe even begins to solve the problem of wheat. While a reduc- 
tion of the wheat price support to 8214 percent of parity results in 
some reduction in the export subsidy, it will reduce farm income by a 
lowering of the price on domestically consumed wheat without in any 
way expanding consumption. 

In criticizing the present wheat program as encouraging the ex- 
tension of wheat production to inefficient areas and encouraging the 
production of wheat of a quality not wanted by millers, the Secretary 
indicated that this program has been continued then because we have 
not had the courage to face up to it and change it. I am not entirely 
certain as to whom the Secretary was referring as lacking in courage 
to face up to the problem and to do something about it. I am con- 
fident. however, that it could not have been the wheatgrowers, since 
they have been vigorous in their efforts to seek a different program. 
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It certainly could not be the Committee on Agriculture or the House 
of Representatives, and neither could it logically be the National 
Grange. All three of these are on record as attempting to provide a 
sound and permanent solution to the wheat program which doubtless 
would have been written into the act of 1954 if the Secretary of Agri- 
culture had been similarly realistic. 

Of course, I have reference to the two-price wheat certificate pro- 
gram which was incorporated into the bill reported by the committee 
last year and passed by the House. This measure, we believe, would 
have come as near to effecting a solution to the wheat problem as 
any we now know. It would have met every objection which the Sec- 
retary has raised against the present wheat program, and it would 
have been a big step toward the oft-repeated objective of giving the 
farmer less control and greater freedom. It would indeed have been 
a long stride in the right direction, if what we are seeking is to get 
the Government out of the wheat business and give American pro- 
ducers of wheat a chance to gain access to the world market on a 
competitive and unsubsidized basis. It would also have permitted 
livestock and poultry producers, who are operating in a free market, 
to buy feed wheat on a free competitive basis, thereby affording wheat 
producers an opportunity to expand total markets. 

With respect to some commodities, at least it would appear that 
we have moved toward a commodity-by-commodity approach which 
has long been advocated by the Grange and which we believe to be 
essential to solving agriculture’s complex problems. In his testimony 
before the committee, the Secretary of Agriculture seemed to em- 
brace this concept in connection with sugar, wool, tobacco, and corn, 
We believe that great progress could be made if we extended the com- 
modity-by-commodity approach to wheat and rice. These commodi- 
ties have problems which are peculiar to them. They are produced 
and capable of being produced in this country efficiently on an export 
basis. The world market, however, is consistently below the domestic 
market and, in all probability, will continue so. It is essential that a 
program be developed which will permit American producers to gain 
access to the world market without costly Government subsidies and 
ne gna market restrictions which necessarily accompany sub- 
sidies. 

Increased exports and expansion of markets are the only hope of 
the wheat producers unless we are prepared to cut back production 
and continue heavy export subsidies. 

A sound program must also enable the producers to gain access to 
these expanded outlets without sacrificing a fair return for the wheat 
used and consumed as food domestically. 

It is our view that the two-price certificate program offers by far 
the greatest hope for an effective solution of the problems effecting 
wheat and rice. 

We all know that the problems are acute with little hope, if any, 
of their being corrected under existing programs. We feel strongly 
that farmers should be given the opportunity of putting the program 
into operation. We, therefore, request that this committee consider 
the two-price wheat certificate provision with the pending measure. 

As we have indicated, we ines that the act of 1954 is incapable 
of sustaining agricultural income at a time when there is a real need 
for such sustaining influence. It is our view that programs should 
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be developed which meet the needs of the respective commodities and 
which employ the principle of gradualism to the end that sharp re- 
ductions in agricultural income may be avoided; that markets may 
be expanded and competitive efficiency may have reasonable place 
in adjusting production patterns. 

Mr. Poacr. Mr. Newsom, we are obliged to you for your statement. 
I would like to ask you two questions. Do you understand the flexible 
program raises the price of agricultural commodities that the farmer 
receives ? 

Mr. Newsom. I am not sure that I heard the question. 

Mr. Poagr. Do you understand that the present program of flexible 
supports from 75 to 90 percent has the effect of raising the income of 
our farmers? 

Mr. Newsom. Certainly not in the immediate future. 

Mr. Poacer. All right. Do you understand that the program re- 
duces the controls on our farmers? 

Mr. Newsom. Only in the case of corn, I believe. 

Mr. Poace. Was it the flexibility or was it other features of the 
act that reduced the controls over corn? 

Mr. Newsom. It was other features but we were at least informed 
that the other features were made possible by some of the flexibility. 

Mr. Poacr. And the flexible program has given absolutely no re- 
duction in the controls over wheat, cotton, peanuts, or rice, has it? 

Mr. Horr. Will you yield right there ? 

Mr. Poaep. Surely. 

Mr. Horr. I assume what you referred to so far as corn is con- 
cerned, is the fact that marketing quotas are no longer in the law, 
and they are no longer in there because we repealed the provision 
in the 1954 act. So it has no connection whatever with 90 percent 
or flexibility ? 

Mr. Newsom. I certainly stand corrected. The answer was not 
accurate, Mr. Chairman. I apologize. 

Mr. Hoeven. Is it your position that each of the basic commodities 
should be considered separately as far as price supports are concerned ? 

Mr. Newsom. I think the major mistake we made in the past several 
years is to fail to do that. 

Mr. Hoeven. You are not satisfied with the act of 1954? 

Mr. Newsom. No, sir. 

Mr. Hoeven. Perhaps each of the basic commodities should be con- 
sidered separately. Assume, however, that the committee decides not 
to handle each of the basic commodities separately. Ifa bill providing 
for 90 percent of parity is reported, what will be the position of the 
Grange? Will you be for 90 percent or for the act of 1954? 

Mr. Newsom. That is a difficult question to answer. Frankly, I 
do not think we could give any support to the 90 percent bill and 
yet we did find that it was difficult to oppose the bill because of our 
consciousness of the desire of the committee, in case that should be 
the committee decision, to do something about declining income. We 
are as thoroughly convinced as are the members of this committee, 
that the weak link in our total American economy is the declining 
farm economy, the declining farm income. We do not feel that we 
can reach $500 billion production with agriculture pulling in the other 
direction but what I tried to say was we do not believe that a reim- 
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position of a 90 percent support level across the whole category of 
basics here is the answer. 

Let us not get ourselves bogged down any more if we can avoid 
it in this academic argument between so-called flexibility which is 
largely offset by the set-aside anyhow, as you all know, and rigid 
high level of supports. We just do not have too much time to waste 
in this matter of solving the particular problems in agriculture. Or 
we may have a serious effect on the whole economy. 

Mr. Hoeven. Do I understand then that the position of the Grange 
is a neutral one? 

Mr. Newsom. Relatively so, I suppose, if that were your report. 
I think we would have to check that with our executive committee. 
We have about as much leeway in making a decision on that sort 
of thing as I think we need. But I am frank to confess to you that 
our position emphasizes other matters so much more than the level 
of control applied horizontally across the index, that I do not know 
whether we would be justified in the light of the Grange position of 
taking a position either for or against that kind of a possible report 
of the committee. 

Mr. Lovee. I do not want to labor the point, Mr. Newsom, but as 
one Granger to another, and incidentally as a member in good stand- 
ing, isn’t it true that last year when you appeared before our com- 
mittee that you stated in substance that until such time as we had a 
commodity-to-commodity approach, that you would be inclined or 
you were inclined for a continuance of the 90 percent support program 
for our basic commodities? 

Mr. Newsom. No, I do not think we made exactly that kind of a 
statement. As a matter of fact, in all probability we said or should 
have said because our program at that time would have indicated we 
should have said, that we favor some degree of flexibility but we 
wanted the emphasis put on attaining the flexibility where and in 
such measure as it would help us to expand markets. That was the 
basis for our saying that the flexibility should not be on any uniform 
sort of a scale with respect to different commodities. We think that 
is a major sort of a mistake, because we need greater flexibility per- 
haps in one commodity than we do in another and we likewise need a 
different kind of flexibility. I am sorry if we did not make our po- 
sition completely clear but we will check that statement and if we 
find that we have erred we will certainly correct that. 

Mr. Lovre. I would appreciate your doing that because last year, 
I know on several occasions I referred to your testimony, because I 
was heartily in favor of what you said. I may be wrong. 

Mr. Newsom. I think the one thing that we probably did say that 
might have led to this conclusion is that any flexibility that was 
imposed, or any lowering of price supports must be very cautious and 
a great deal more gradual in our opinion than the act of 1954 provides. 

Mr. Lovre. I would appreciate your checking that. 

Mr. Newsom. All right. 

Mr. Apernetuy. My recollection is quite similar to his, and more 
articularly, I think the Grange was for the recommendation made 
y this committee. At least, the Grange recommended or suggested 

that the then present program be continued for a particular period, 
maybe for a year or maybe two. 
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Mr. Lovee. It was something like that. I pointed with pride to it. 
My recollection might be wrong. 

Mr. Horr. Am I mistaken in this thought, Mr. Newsom? Didn’t 
the National Grange support the bill that this committee reported 
out last year which called for 90 percent for 1 year? 

Mr. Newsom. We did support it for 1 year, but I sincerely hope 
that we had some inference in the statement that the Grange was not 
supporting that support level for 1 year with an eye to generating 
some flexibility as we move into some of these other programs which 
we sought at that time and seek now. 

Mr. Horr. That was the purpose of my question. That is the way 
I understood it. There is a letter which you wrote to the committee 
in which, as I recall it—I put it in the Congressional Record on the 
day the matter was before the House—the splendid position of the 
National Grange was given, and I believe I am correct when I say 
that it is substantially that you favored the bill that was before the 
Congress at that time, but I do not recall, and I am not arguing with 
anyone who has some different recollection, I do not recall that you 
went any further than that in support of the bill, which did call for 
a 1-year extension of 90 percent. 

Mr. Newsom. If it would be helpful to the committee, Mr. Chair- 
man, we would be glad to put any statement in the record now that 
will clarify our position of a year ago. 

Mr. Poace. If anybody finds that they want this statement put in 
the record, permission will be granted to insert it. 

I do not think there is any necessity of going out and making an 
issue out of it. If you find anything in it which will clarify the 
matter, you may insert it. 

Mr. Lovee. Will you yield? 

Mr. Hope. I have the floor. I will yield. 

Mr. Lovre. Certainly. I will never make an issue with such a fine 
gentleman as Mr. Newsom. 

Mr. Horr. Mr. Newsom, what are your views on the question of 
whether flexible price supports, in a situation such as we have now, 
will of themselves, bring about any flexibility in production or any 
flexibility in market demand ? 

Mr. Newsom. I suppose we could probably find some illustration 
bringing about some flexibility or some expansion in market for some 
of the higher protein items but if you are confining your question to 
the basics, I think the answer is “No.” There just is not going to be 
any noticeable expansion of market with the degree of flexibility 
herein provided. 

Mr. Hore. Do you think that it will be necessary to maintain the 
same degree of control under a program of flexible supports on the 
basics as under existing conditions, as under 90 percent programs? 

Mr. Newsom. Certainly under present circumstances, the answer is 
“Ten” 

Mr. Poace. Any other questions of Mr. Newsom ? 

Mr. Lairp. Mr. Newsom, I thought I noticed in your statement that 
you discussed the so-called basics and also got into some of the other 
commodities. I wondered whether you were in agreement by not men- 
tioning anything about the dairy section of the support law, if you 
favored the present provisions as they now exist ? 
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Mr. Newsom. We interpreted the invitation to testify here as ex- 
cluding dairy products because we were specifically requested to con- 
fine ourselves to H. R. 12 and so we purposely avoided that. 

Mr. Larrp. You suggest amendments to H. R. 12 in the form of 
the two-price system for wheat? 

Mr. Newsom. Yes, because it is one of the six basics. 

Mr. Latrp. I understand that an amendment to H. R. 12 would be 
in order so far as dairy products are concerned. 

Mr. Newsom. Yes, as a matter of fact, we had a great deal of 
difficulty in trying to confine ourselves as closely as we did to the 
subject matter of H.R. 12. But, after all, we were confining ourselves 
a little more nearly to the subject matter in dealing with wheat be- 
cause wheat is one of the basics and we are just trying to say that 
H. R. 12 does not handle that particular basic in what we think is a 
constructive sort of manner. 

Mr. Larrp. Then you are appearing in opposition to certain provi- 
sions of H. R. 12? 

Mr. Newsom. That is right, that is right. That is not completely 
a really accurate interpretation of our statement. - Our statement is 
that in the case of these two particular commodities that we have 
mentioned, namely, wheat. and rice, each of which has to depend 
for rather substantial portions of their market on foreign outlets, 
or in the case of wheat on feed use which are —, obviated by 
even the present program and would be even more ruled out by 90 
percent support on wheat—we just do not think that that is a very 
effective sort of an answer to the wheat problem. 

Mr. Poags. Any further questions? If not, Mr. Newsom, we very 
much appreciate your coming here and giving us your views. Thank 
you very much. 

Mr. Newsom. Thank you. 

Mr. Poaas. The committee will stand adjourned until 2 o’clock. 

(At 12 noon the committee recessed to resume hearings at 2 p. m. 
of the same day.) 

AFTERNOON SESSION 


Mr. Poage. The committee will be in order. The witness on the 
stand is Mr. Baker. 


STATEMENT OF JOHN A. BAKER, ASSISTANT TO THE PRESIDENT 
OF THE NATIONAL FARMERS UNION—Resumed 


Mr. Poacr. Mr. Baker, you were testifying this morning. Mr. 
Laird wanted to ask you some questions. 

Mr. Laird, we recognize you. 

Mr. Larrp. Mr. Baker, I was interested in getting the position of 
the Farmers’ Union clear in my own mind so far as the dairy industry 
is concerned, and I was unable to be here for part of the testimony 
this morning. 

Since that time I have filled in a bit on the testimony that was given. 
What I want to find out is do you snppers an amendment to H. R. 12 
promne for support of dairy products at 90 percent of parity as 

. R. 12 calls for it? 


Mr. Baker. We would like to see milk included as a basic agricul- 
tural commodity. 
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Mr. Larrp. And you would support an amendment to H. R. 12 
providing for that? 

Mr. Baxer. I do not even know that an amendment is under con- 
sideration. We would support H. R. 12 as now written, as a step in 
the right direction. H. R. 12 would be better if it provided for 100 
percent parity support for milk as a basic commodity, in our opinion. 

Mr. Latrp. In a speech at Madison, Wis., on October 29, you stated 
that 
I was responsible more than anyone else for the Secretary of Agriculture reduc- 
ing dairy support to 75 percent of parity. 

Mr. Anpresen. Will you repeat that? I did not quite hear that. 

Mr. Poacr. I wonder if the gentleman from Wisconsin would like 
to move up here. It would make it easier for us to hear you. 

Mr. Larrp. I will repeat the question. On the 28th of October, 
in Madison, Wis., you made a speech in which you stated that— 





I was responsible more than anyone else— 
and I think you named at that time three of my colleagues— 


for the reduction of the support level under dairy products from 90 to 75 percent 
of parity. 

Mr. Baxerr. No, sir; I did not say that. The Secretary made his 
own decision, as I understand it, with respect to the use of his dis- 
cretionary authority in reducing the price-support level from 90 to 
75 percent of parity. 

Mr. Latrp. Well, it was so reported by the Associated Press, and 
it came at a time which was very close to another important date in 
Wisconsin, and certainly it was never denied by any of the Farmers’ 
Union organization. 

Mr. Baxer. I never saw the alleged quote that you have just read. 
I have not seen any statement that indicated that I said anything 
near what you have just read. 

Mr. Latrp. Did you ever make such a statement ? 

Mr. Baxer. No, sir. I would give credit to the Secretary of Agri- 
culture—I would give him full credit or blame for that. I would not 
suggest that you had anything at all to do with it. You could make 
your own statement with respect to that. 

Mr. AnprEsEN. Will you yield? 

Mr, Larrp. I do. 

Mr. Anpresen. I saw that statement. I live across the river over 
in Minnesota and I was very much surprised to read it, because I 
knew that Mr. Laird, or any member of this committee had nothing 
to do with it. On the contrary, we all tried to stop it. I was amazed 
to think that a statement like that would come from you, Mr. Baker. 

Mr. Baxer. Well, I think in the first place, I know more about that 
than to give any incorrect information about it. 

It was my understanding that the President’s Secretary of Agri- 
culture made his own decision on that, based on his own counsel, 
wherever that came from, and that he did not reveal where his 
counsel came from. He certainly had not told me. 

I do not know whether Mr. Laird recommended the cut to 75 per- 
cent or not. I have never attributed to him control over the Secre- 
tary of Agriculture such as that, that he could have brought about 
that decision. 
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Mr. AnprEsen. You knew that members of this committee, includ- 
ing Mr. Laird and myself and other members of the committee, tried 
to ‘stop that reduction in the price to 75 percent ? 

Mr. Baxer. Mr. Laird was not a member of this committee at that 
time. 

Mr. ANnpREsEN. He was not. He was on the Appropriations Com- 
mittee. 

Mr. Baker. He is a new member of the committee, I believe this 
year. 

Mr. Anpresen. I know as a matter of fact that he joined with the 
rest of us in trying to stop it. 

Of course, the same statement was made against me over in my 
district by some of your affiliated members, but I just took that as 
part of the democratic politics. 

Mr. Baxer. I never heard that statement attributed to you. Asa 
matter of fact, Mr. Andresen, I think you and I discussed over the 
telephone this matter several times. I believe you told Glenn Talbot 
when he was in your offices, that the announcement of the reduction 
from 90 to 75 percent of parity came as a complete surprise to you, 
and it was a great blow to you that your own Secretary of Agri- 
culture would do that to you. I believe that is what Mr. Talbot told 
me was your statement. 

Mr. AnprEsEN. It came as a surprise to me and it did come as a 
surprise to me at the time it was made in March a year ago, but I 
do not think I said that it was a blow to me. I said that it would 
hurt the dairy farmers materially throughout the country. 

I had figured the statements that were used by members of your 
organization, in my district, were purely political and that your 
organization was an adjunct of the democratic or ganization in 
Minnesota. Are vou or are you not? 

Mr. Baker. I will allow the president of the Minnesota Farmers 
Union to answer that. I think I could answer for him. We are not 
the adjunct to any political party. Never have been and do not hope 
ever to be 

Mr. AnpreseENn. Is that your view ? 

Mr. Curisttanson. That definitely is. The Farmers Union in 
Minnesota is not affiliated with any political party, and does not work 
as such. 

Mr. Anpresen. It just happens some of your leaders throughout 
our State are campaigning exclusively for Democratic candidates 
and against Republican candidates on the farm program. I do not 
know of anyone that has been more active on farm legislation than 
I have, at least I have served on this committee a good long time. and 
I, with Mr. Poage and other members of the committee have considered 
farm legislation on a nonpolitical basis and we work pretty well to- 
gether and we intend to continue to do so. I think I told that to Mr. 
Talbot, as I have to you and other members. 

I am glad to get the thing squared around about my friend Mr. 
Laird here because I do not want him unjustly accused of something 
that he had no part in. 

If you will pardon me. You can take the witness back. 

Mr. Latrp. I have been receiving communications from my district 
to support H. R. 12, provided that a dairy section is included provid- 
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ing mandatory supports on dairy products. I wrote back in answer 
to one of these communications which came from one of your locals, 
stating if that was done that undoubtedly there would have to be 
some sort of production control machinery put in the bill. I received 
a reply back and the reply said that was against the position of the 
Farmers Union in Wisconsin, because their position was that there 
was not overproduction but underconsumption ; that it was ridiculous 
for me to suggest such controls. 

What is the position of your national organization on that? 

Mr. Baxer. Well, Mr. Hones expressed his point of view and that 
of the Wisconsin Famers Union in your absence this morning. The 
position he stated coincides with the feeling of the National Farmers 
Union and with the National Farmers Union program. 

Our total proposition or position, or the complete position is that 
we start out with the idea that the abundant agricultural production, 
including dairy products, should be used in every way possible, that 
we can arrange ways of getting it used. Congressman Andresen and 
I put in the record a long exchange of different ways to do that which 
the committee last year made some big steps toward achieving on 
dairy products. 

In addition to that we favor a good stamp plan to move still further 
in that direction—international food and raw materials reserve and 
expanded trade development and assistance act, the development of an 
adequate safety reserve of commodities in storage. After we have 
done everything that it is possible to do to get abundant agricultural 
production used in efficient ways, in ways that will help people, then 
we think that it does not make good sense to ask farmers to go bank- 
rupt because they produce a little bit too much. 

We also think that it does not make any sense at all to waste human 
resources and natural resources producing things that will not get 
used. 

Therefore, we favor agricultural allotment and marketing quotas, 
marketing agreements and orders, and other devices of that same 
kind, and specifically applied this morning as the result of Congress- 
man Poage’s questioning, marketing quotas on milk for manufactur- 
ing purposes if that is necessary to keep farmers from going bankrupt 
in order to get milk established as a basic commodity. 

Mr. Larep. Then you would favor production controls ? 

Mr. Baxer. Yes, marketing controls; not production controls. 

Mr. Larrp. On milk? 

Mr. Anpresen. Will you yield there? I would like to have you go 
into that a little further. You say you would favor marketing 
controls? 

Mr. Baxer. Yes, sir. 

Mr. Anpresen. What would you do with that surplus milk then? 
That is retained on the farm, I assume. 

Mr. Baxer. I would hope that it did not get produced in the first 
place, Mr. Andresen. As Mr. Hones pointed out this morning, he 
said on his farm he would not have to get up quite so early in the 
morning and not milk 3 cows. 

Mr. Anpresen. You would have less cows? Would you control the 
milk cow numbers? 
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Mr. Baxer. Not by legislation but it would have that same effect 
if the gentleman had a marketing quota that he could produce with 
15 cows instead of 18 cows, he would not need to keep all 18 cows. 

Mr. Lamp. Now how would you establish each individual farmer’s 
quota ¢ 
' Mr. Baxer. The national quota—this is just my suggestion—there 
are probably a number of other ways that would be as good or better, 
one of the questions pushed me into that this morning—it seems to me 
like you would ask the Secretary of Agriculture to establish a national 
marketing quota such that it would provide the amount of milk or 
milk equivalent products, that would equal average annual consump- 
tion in the most recent 3 years when you had less than 3.5 percent of 
the civilian labor force unemployed. 

That would be 1953, 1952, and 1951, adjusted for population in- 
creases, plus average annual exports for those 3 years. That would 
be the definition of a normal supply. And the national marketing 
quota would be equal to the normal supply. 

If the total supply in the forthcoming marketing year appears to 
be, to the Secretary, going to be more than the normal supply, he 
would proclaim a national marketing quota for milk for manufactur- 
ing purposes. He would set it at the normal supply as I defined it. 

Then the individual farmer’s marketing quota would bear the 
same relationship to his average sales in the 3 base years that the 
national marketing quota bears to the total production in those 
base years. 

Mr. Larry. Would you exempt anyone, any marketing orders, from 
the overall establishment of your quota? 


Mr. Baxer. I beg your pardon { 
d 


Mr. Larrp. Would you not exempt any of the areas under Federal 
orders at the present time from the new quota which you would set up ? 

Mr. Baker. Not by areas. I think what would work best would 
be to exempt milk, so-called class I milk, in the market milk areas 
from the operation of the quotas because—— 

Mr. Larrp. That class of milk from—— 

Mr. Baxer. From the quota. 

Mr. Lairp. From the quotas? 

Mr. Baker. Under the marketing order, class I milk is already con- 
trolled but that part of milk which moves in the milk order area, that 
goes into the same stream really, but that is the overflow into manu- 
facturing uses should be under question. 

Mr. Latrp. The quotas that you really would establish are of manu- 
facturing products and would not establish any quotas on fluid milk 
that is used for actual consumption ? 

Mr. Baker. That is correct. That is just the way that it seemed 
to me at the time. That is not a fixed position, understand. 

There are bound to be some “ins” and “outs” that have to be dis- 
cussed. 

Mr. AnprESEN. We have approximately 50 milksheds in which 
marketing orders are operating at the present time. 

Mr. Baker. Yes. 

Mr. Anpresen. And they are contiguous to the large consuming 
areas of the country. The figures from the Department of Agricul- 
ture show that milk production in those milksheds has increased 
tremendously. 
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Mr. Baxer. That is right. 

Mr. AnpreEsEN. So that there is a large amount of so-called surplus 
milk? 

Mr. Baxer. Yes. 

Mr. AnpreseNn. That is not used as grade I-A fluid milk? 

Mr. Baxerr. Yes. 

Mr. Anpresen. And must go for manufacturing purposes? 

Mr. Baker. Yes, that part, under my suggestion, that you have just 
delineated, would be subject to the marketing quotas which in effect 
would be a marketing quota on the total supply. 

Mr. Anpresen. Just let us take a practical case, the way it is. 

Here we have a dairy farmer in the New York milkshed—what I 
say about one, probably will apply to everyone—he has increased his 
milk production so that he has surplus milk and he gets a blended price 
for all of his milk, and only 50 percent of it, we will say, goes into fluid 
milk consumption. 

Mr. Baxer. Right, maybe even less. 

Mr. Anpresen. But that blended price is probably a dollar or a 
dollar and fifty cents above the price of milk that goes into manu- 
factured products up through the Wisconsin and Minnesota areas. 

Mr. Baxer. If the overrun were actually 50 percent as you sug- 
gested, under present circumstances, his blended price would be about 
825 percent of parity, would it not? Halfway between 75 and 90% 

Mr. Anpresen. Would you require that man in the so-called New 
York milkshed to reduce his cow numbers so that he would only be 
producing grade class I milk? 

Mr. Baker. I do not know that I would reduce him that far but 
he certainly ought to bear his fair share of whatever marketing 
quotas are set up. 

Mr. AnpresEN. How would you enforce a proposition of that 
kind ? 

Would you do it by governmental edict and have inspectors out to 
see that that is carried out? 

Mr. Baxer. No, sir. I do not know that you would need to have 
all of those inspectors. 

If his milk check at the end of the month showed that he had mar- 
keted more than the marketing quota, he would be subject to pay 
the penalty on it, the amount that he had marketed too much. 

Mr. AnpresEn. Would you declare—— 

Mr. Baxer. I would set the penalty about 75 percent of the sup- 
port level. 

Mr. Anpresen. Then you would assess a penalty just like we have 
on wheat ? 

Mr. Baker. Yes; if we want to make milk basic, that seems to 
follow. 

Mr. AnpresEN. Would you go so far as to say or to recommend that 
we should have production and marketing of milk as a public utility 
in this country? 

Mr. Baxer. Not immediately, no, sir. But I do think that in that 
regard that there is something to be said for the thought that there 
is no point in having six different milk trucks running up and down 
the same street. That is why the cost is so great to market milk, 
as you know. 
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Mr. AnprEsEN. Well, of course you know at the present time that the 
farmers of the Midwest or a good many of them cannot ship milk 
into these milksheds. 

Mr. Baxer. I am told that. Dr. John D. Black of Harvard tells 
me that is not true. I personally, have not looked at the figures so 
I do not know which one of you distinguished gentleman is correct. 

Mr. ANnpbrRESEN. It is true. Of course, they can get into the milk- 
sheds provided they pay a big penalty. 

Mr. Baxer. He says that the freight is such so that what some of 
us have said is not entirely true. 

Again, I would like to see this thing completely investigated, to find 
out whether my friend Mr. Christianson is correct on this poet, 
and the distinguished Congressman, or whether the equally distin- 
cuished economist from Harvard is correct on this very point that 
we are discussing. 

I would like to see it thoroughly explored by a subcommittee of 
this committee or by a joint congressional committee or by an 
independent agency of Government, to find out. 

Mr. ANpDRESEN. Such an investigation is being made now by the 
Department of Agriculture and we hope to have a report sometime. 

Mr. Baker. That is good. 

Mr. Anpresen. In the near future. 

Mr. Baxer. That will be good. I hope that they will really go 
into this. There are some of us who feel that there are considerable 
amounts of monopoly elements in the whole chain of processing and 
marketing of dairy products. 

It is very hard for the farmers that I have talked to, to understand 
why it is, when their milk checks drop from 90 percent to 75 percent, 
the profits of processing companies go up 18 or 20 percent. 

We ought to find out what the truth is about it. I do not know. 
I do not know why that happened. We ought to find out why it 
happened; if there is something we can do about it, we ought to do 
that. 

Mr. AnpresEen. Of course, we know that it is very difficult, virtually 
impossible, to ship milk from Wisconsin and Minnesota and even 
Ohio and some of these States closer to the East, into these milkshed 
areas because of the embargo or the closed shop that they have for 
the producers around these large consuming centers. 

I wrote an amendment into the law—Mr. Poage is familiar with 
it—seeking to prohibit any order that would stop the free flow of 
milk that came up to quality in grade into any sailed in the country, 
but I could never get that law enforced under any administration. I 
do not believe in trade barriers within the United States, but I may 
favor certain trade barriers around the United States, but not within 
the United States. But milk is the only commodity where we do have 
a barrier now, where a farmer that produces quality milk in certain 
States cannot ship into these closed shop areas. In the District of 
Columbia they do not have a milk marketing order but they have the 
best closed shop in the country where only a certain few farmers who 
are within the organization can ship their milk into the area. Others 
cannot ship in here. When there is a short supply here, they can close 
them off. 

Mr. Lovrr. Will you yield? 

59214—55——17 
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Mr. AnprEsEN. Yes. 

Mr. Lover. It is my understanding that the reason that you cannot 
ship any milk, particularly into this milkshed, is due to the high 
health standards that have been set up. 

Mr. AnpresEN, I will tell you, I think we can produce just as good 
quality milk in the Midwest and in Ohio and Indiana as they can here 
in the District of Columbia. They have a method of some kind of a 
solution that they use here to wash their milk cans in that they seem 
to think is an ideal solution. I appeared before the District Com- 
mittee on this proposition, because 1 wanted to open up this Washing- 
ton market. 

We can meet any standard for quality milk in any section of the 
United States, that they can meet here in this milkshed or in any 
other area in the country. 

What I proposed was for the Public Health Service to establish a 
milk standard, a national milk standard for sanitary milk. And when 
any producer met that standard then he could ship any place in the 
United States. 

We will hold some hearings on that legislation, I hope, and see 
what we can do to get it considered by the Congress. 

Mr. Baxer. At the Dairy Farmers Conference just about a year ago 
in Madison, there were dairy farmers from all over the country who 
met up there, and they discussed this very problem that you have 
discussed, and they discussed it in about the same terms that you have. 

It is very hard to understand why it is that milk produced in 
Wyoming, for example, cannot be made just as good as milk that is 
produced in Cuba or Canada or 15 miles from Wall Street. It ought 
to be just as good milk, produced by exactly the same health standards. 
It could be measured for bacteria by the same tests. 

Mr. AnpreseNn. I might state that there seems to be more interest in 
Wisconsin in the bill that I have introduced—and Mr. Laird has a 
companion bill to it—coming from the farmers of Wisconsin than does 
seem to come from any other section of the country. So apparently 
somebody has been real active. I recognize they are closer there to the 
Chicago milkshed and the Milwaukee milkshed and the Oshkosh milk- 
shed. We only have one milkshed as I recollect it in Minnesota and 
that is around the Twin Cities. 

Mr. Baxer. We would like to see this whole thing gone into. If 
there are any monopoly elements which you put your finger on 2 or 
3 times and there may or may not be some additional ones—we would 
like to see the whole thing thoroughly investigated and to find out 
what can be done about it. 

Mr. Lairp. I want to get this viewpoint cleared up here. It came 
up in connection with the agricultural program which I think needs 
to be cleared up particularly in my area. Last fall there were certain 
advertisements run in certain papers ono es wool was supported 
at such a price, wheat was supported at such a percentage of parity, 
corn was supported at such a price and they gave the percentages. 
And that dairy products were at 75 percent, indicating that I had 
voted in favor of a wool program, in support of the recommendations 
that came out of this committee, and that by that vote I had shown that 
I was more interested in the wool grower than in the dairy farmer ; that 
I was more interested in the wheat grower than the dairy farmer, by 
these comparisons. 
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It was interesting to me to note that the president of the group 
that was sponsoring these ads was the vice president of the Farmers 
Union in Wisconsin who happens to live in my ae district. 

Do you think such a portrayal on the part of the responsible farm 
leaders shows a true picture of what the actual agricultural situation 
is as far as the legislation that was reported out of this committee is 
concerned or passed on in this Congress ? 

Mr. Baxer. I have not seen any of the advertisements that you are 
talking about. 

Mr. Larrp. Do you think that a vote on the wool program shows 
that a person is more interested in the wool grower than he is in the 
dairy farmer ? 

Mr. Baxer. We supported the wool bill. We think that bill is a 
good one. We would like to see the same kind of legislation for every 
other form of commodity. 

Mr. Larrp. You see, my objection to that type of campaign tech- 
nique—and perhaps it only a in the midst of a political cam- 
paign—is the situation that confronts an individual in Congress who 
knows that there is some difference about these programs—and who 
thinks that responsible farm leadership should also recognize there 
are some differences in the programs, between the controls that were 
placed upon certain of the basic commodities, the reasons the wool 
program was put through and approved by this committee—that it 
shows that that type of farm leadership is very irresponsible and can 
not be relied upon for anything. 

I do not have any more questions. 

Mr. ANprRESEN. I would like to ask you about this bill we have 
under consideration, H. R. 12. This bill provides for an extension 
of 90 percent of support for the basic commodities—a continuation, 
too, a restoration for the 1955, 1956, and 1957 crop years. Your organ- 
ization is for that legislation ? 

Mr. Baxer. We are for the repeal of the sliding scale; yes, sir. 

Mr. Anpresen. You are for this H. R. 12? 

Mr. Baxer. Let me read you a paragraph from our statement on 
price supports. 

One hundred percent parity price support for family farm production. 

We are convinced that in the broad national interest the Federal Government 
should adopt policies and programs that will prevent farm income from falling 


below a level equivalent to 100 percent of the parity price on family farm pro- 
duction of all farm products. 


We urge enactment of mandatory 100 percent parity price supports on family 
farm production of all farm products. 

That is our basic position. That is our fundamental position. That 
is our long-term position. 

Mr. AnpRESEN. Well, then, you are not for this bill, because this 
only provides 90 percent. 

Mr. Baxer. We are for this bill as a step in the right direction 
instead of being a step in the wrong direction, which takes place 
very fast if the Dedaiad islation is not amended. 

Mr. AnprRESEN. Well, then, would you have this bill also take care 
only of family-sized farms? 

Mr. Baxer. We would like to see the principle embodied in the 
legislation that there is not an unlimited eligibility for any one farm 
family of price support protection. 





PRICE SUPPORTS FOR BASIC COMMODITIES 


Mr. Anpresen. How would you control the distribution of benefits 
under any law if you limited it just to the family-sized farm ? 

Mr. Baxer. In the case of loan programs, you would say that no 
one is eligible to obtain price support loans of more than $25,000 a 
year or that they are not eligible to receive production payments with 
respect to production of more than $25,000 or $50,000 or even $10,000, 
or whatever the limit is that you want to put on. 

Mr. Anpresen. We have tried that and I have personally tried the 
thing several times, to limit the payments to any farmer under the 
ACP payments? 

Mr. Baxer. Yes, sir; the same principle. 

Mr. AnpreEsEN. To $500 or $1,000 and sometimes we have succeeded 
and sometimes we have not. I do not know just what the present, limit 
now is, but it was $2,500 for several years, which was the limitation 
on some of the farmers who operated larger than family-sized farms, 

Just what do you mean by family-sized farms? 

Mr. Baxer. This morning when some of the members could not be 
here I had a chart with me that demonstrated it conclusively. I 
sent the chart back to my office. I did not know that question would 
come up again. Maybe a member could tell you about that. 

Mr. Anpresen. I am going to read your statement with a great deal 
of care but we know that out in my section and in Wisconsin you 
find a family-sized farm as being a unit—or, it might be 40, 80, or 
120, up to 160 acres. 

Mr. Baxer. Or in some part of the United States, it might be as 
much as 5,000 acres. 

Mr. Anpresen. There is where you get into it on a different scale. 
Out in Kansas, a man could have a tractor and about 6 plows on his 
tractor and he can start plowing in the morning at sunrise and reach 
the end of the furrow at night, and then come back again. Maybe he 
does the seeding and dragging at the same time. 

That might be 10,000 acres. Would you consider that a family- 
sized farm? 

Mr. Baker. I think that you would agree, the crux of this business 
of what is and what is not a family-sized farm, from a social national 
interest standpoint, turns on the problem of, does this method of or- 
ganization of a farm contribute to or detract from democracy. I 
would not want to burden the record by reading again the New York 
Times statement that I read. In Russia they had the idea, this fellow 
that they have now deposed over there as the dictator—he had the idea 
that they ought to take all of the small and medium-sized state col- 
lectives and combine them together, so that it would make a more 
efficient farm operation. As it turned out, however, the total farm 
production in Russia in 1952 was less than it was in 1950. And in 
1954 it was even less than it was in 1952. In other words, they had 
read about, I guess, what is called the Butz law of economics, “Adapt 
or die”—and you have to keep putting farms together and making 
them bigger and bigger. But it turned out that did not work. 

Our feeling is that it does not work so good in the United States, 
this business of throwing people off the land and putting a lot of land 
together and running the land with hired labor and gang plows. I 
know that you are not different from me on this because I know that 
you believe in family farms, too. 
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Mr. Anpresen. Most of the farms in my area are family-sized 
farms. 

Mr. Baxer. 99.9 percent of them; yes, sir. 

Mr. Kine. Will you yield? 

Mr. ANDRESEN. Yes. 

Mr. Krtne. How could you make a comparison with Russia when 
half of the people in Russia are involved in farming? There would 
be no comparison of efficiency. What do you think would be an effi- 
cient family unit, that is, in this country today compared to only 15 
years ago? 

Mr. Baxer. It is getting larger every year. It should get larger 
every year as we have technology development. 

Mr. Krxe. Do you advocate consolidation of small farms which 
means elimination of the farm families? 

Mr. Baker. You can have an adequate family farm, some one said 
yesterday as low as 11 acres in Louisiana and produce beef cattle. I 
do not see how you can do that, but somebody made that statement. 

On the other end it seems to me like the upper limit of my point 
about the State collective, the upper limit is whether the farmer, 
the farm operator and his family, perform the bulk of the manual 
labor on the farm with the management end and the capital ownership 
and the arrangement of the financing. So on that farm you cannot 
have what amounts to economic class conflict. You do not have an 
industrial factory type setup where some people are laborers and 
other people are managers and other people are owners. 

It seems to me that the small-business man, the professional people 
of the United States and the family farms, form a very important 
bulwark for political and economic and social stability, for the pres- 
ervation of the democratic rights and liberties that are tied up in the 
Constitution, in the Bill of Rights and until we learn how, some civi- 
lized way of handling industrial conflicts, we had better hold on to 
this balance wheel we have got in family farm agriculture and small 
businesses and independent professional people. 

Mr. Ktne. You do believe in letting the family have the oppor- 
tunity of obtaining such sufficiency ? 

Mr. Baker. Yes, sir. 

Mr. Krna. So as to justify the retention of, let us say, the son in 
the family on the farming operation ¢ 

Mr. Baxer. Yes, sir. 

Mr. Kine. You do recognize that just in the last 15 or 20 years 
that means that we have far too many small farms so as to present 
the best opportunity for the families themselves involved, do you not? 

Mr. Baxer. No, sir. I would not say that we have too many farms. 
I cannot say that. 

Mr. Kine. The boys are going to town; there isn’t farm enough 
there to justify another man staying on the farm? 

Mr. Baxer. I would say this, that I sure would not tell the farm 
boy he had to stay on the farm. If he had a job to go to, and he 
wanted to go to town, that is what he ought to do. 

Mr. Krne. You would not say that the operation can be sufficient 
to hold him? 

Mr. Baker. I would like to have it as efficient and have an income 
base to make it attractive enough for him to stay there, yes. 
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Mr. Kina. You do recognize that practically all agricultural prod- 
ucts in the country today are still produced on family-sized farms? 

Mr. Baxer. Yes. As | understand, something like 75 to 80 pereent. 

Mr. Kine. There is or has been a decrease on the part of what you 
would call corporation farms? 

Mr. Baxer. Only in those cases where they are subsidized either 
by labor grants or being able to employ the migratory and foreign 
labor, something like that. 

I will agree with you that the family farm, when it is on an ade- 
quate and efficient basis, can out compete any other kind of agricul- 
tural organization. 

Mr. Ktne. You know you have very few big corporation farms 
that have been successful, do you not? 

Mr. Baxer. Very few. As a matter of fact, even if you take all of 
the little ones 

Mr. Kine. Less now than there were 20 years ago? 

Mr. Baxer. I think so. 

Mr. Kine. So you are not fearful of any tendency of farms getting 
out of the hands of farm families, are you? 

Mr. Baxer. In a few States. For example, and I can read those 
off. In Utah, for example, there has been a vast increase from 1940 
to 1950 in the percentage of farmland that is owned by corporations. 
There may be 1 or 2 other States wherein that is true but in most 
States it went the other direction, from 1930 to 1950. In other words, 
there was less land owned by corporation in 1950 than there was in 
any time in the preceding 20 years. 

Mr. Kine. You mean 40 percent of the land of the State. 

Mr. Baxer. .I will dig this out and read it if you wish. 

Mr. Kine. I do not know of many successful large corporation 
farms. 

Mr. Baxer. Let me see, the biggest one with corporate ownership is 
Nevada. In 1945, 31 percent of the farmland in Nevada was omane by 
ee in 1953, 33 percent. 

r. Kine. What are they, ranches, cattle ranches—they are not 
producing crops? 

Mr. Baker. These are the figures of the Bureau of Agricultural 
Economics, I do not know what they entirely apply to. That is 
the figure that I get from them. 

In Wyoming, there was an increase in corporate-owned land from 
13.5 percent to 15 percent between those 2 years. In most States it 
runs less than 3 percent. 

In Tennessee, only 0.6 percent of all land is owned by corporations. 

Mr. AnpREsEN. That is 0.6? 

Mr. Baxer. Less than 1 percent. 

Mr. Kine. Don’t you believe that when you design legislation to 
protect the existence of the small farmer, that you are just delaying 
the inevitable adjustment of efficient units? 

Mr. Baker. No, sir, I do not think so. If you do not make your 
top limit too low. I agree with you fully that you want not to put 
a damper up here on the top of a family farm getting as big and as 
efficient as the farm can get. But at the same time, you do not want to 
start encouraging a lot of factories in the field. 

Mr. Kine. The family farm is not a factory in the field. 
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Mr. Baxer. Right. 

Mr. Kine. Just because it expands. 

Mr. Baker. It seems to me like the breaking point 

Mr. Kina. Because the labor is involved in the family. 

Mr. Baker. That is the point. That is the point 1 was trying to 
make clear. 

Mr. Kine. You do recognize that that means the consolidation of 
a lot of farms as they exist today ? 

Mr. Baker. I would not agree that it means eliminating a lot of 
farm families. I would not even use the word “consolidation.” I 
would say that it means increasing the size of business carried on 
by the farm family. 

Mr. Kine. Hoy is your farmer going to expand if he does not 
absorb his neighbor ? 

Mr. Baxer. Maybe he does not by getting more land or farming 
intensively. 

Either way he increases his scope. There is actually no difference 
in our point of view, Mr. King. You say you do not want corporate 
farming in the United States. I do not want it. 

Mr. Kine. I do not think there is any tendency toward it. I do not 
think that it is or has been successful. 

The family unit is the most efficient in agricultural production, 
but you are not gaining anything by trying to preserve every family 
that is now on the farm there and restricting him to the acreage he 
has because he cannot be efficient on that basis. 

Mr. Baker. That last point you would throw some of these people 
off and I would not. I would say try to make it possible for them 
to improve their economic opportunity. 

Mr. Kina. Let us say to that viewpoint “Yes.” I even question it 
on that basis when you restrict them to a farm that is too small to be 
efficient. 

Mr. Baxer. I will agree with that—I will agree with that. 

Mr. Kine. They are likely to be poor farmers all their lives and 
you deny them the opportunity. 

Mr. Baker. Yes, sir; Congressman Patman, of Texas, introduced 
a bill that I think you may be interested in. You may also want to 
introduce the same one from what you have just said. 

It is a bill designed to pick out the 500 counties in the United States 
where there are the most of these farm families with inadequate units 
and attempt to then throw all of the resources of the Department of 
Agriculture, of the Department of Health, Education, and Welfare, 
and of the Department of Labor into the hands of the farmer com- 
mittee in that county, to work out solutions, either full time in agri- 
culture or part time in agriculture, and part-time labor, in those 500 
counties for these families on inadequate units that you talk about. 

Mr. Kine. If they are inadequate units, there is not any solution 
a to consolidate them into bigger units. 

Mr. Baxer. This bill assumes that it is not quite that single tracked. 
It assumes that there may be additional solutions. 

Mr. Kine. It assumes that the Government ought to step in and 
—— them. 

Mr. Baxer. No; not the way I interpret the bill. I think, if you 
were to read the bill, you would want to introduce it, based on your 
comments here. 
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Mr. AnpresEN (presiding). Would you leave it to a governmental 
agency to determine just the size or the type of the farmer ? 

Mr. Baxer. No, sir. 

Mr. ANnpRESEN (presiding). Maybe I misunderstood you. 

Mr. Baxer. Yes, sir; you must have. I should have been addressing 
it a little better. 

Mr. AnpresEN. You mentioned the Department of Health, Educa- 
tion, and Welfare. 

Mr. Baxer. For the vocational education. 

Mr. ANDRESEN. Yes, sir. 

Mr. Baxer. The work that they do, so that where a fellow needs 
to get a part-time job off the farm and he needs some vocational 
training in order to do that job efficiently, the facilities of that depart- 
ment should be made available to that local farmer committee so as 
to help him increase his income. 

Mr. Kina. The thing that has made the small unit inefficient is the 
development of equipment. 

Mr. Baxer. No, that is not true as it happens. These folks have 
been poor for a long, long time in most of these 500 counties, 

Mr. Kine. Can the equipment that is available today for saving 
of labor, therefore efficiency in production—can it be used successfully 
on small farms? 

Mr. Baxer. Some of it can be; others can be designed to do so. 

Mr. Krnea. It hase been in the direction of larger units for efficient 
use of the machines—that has been the trend ? 

Mr. Baxer. Dr. Schultz, of the University of Chicago, makes the 
same point that you make; there are certain areas that technological 
development has bypassed. Tobacco production happens to be one. 
They have not figured out the machinery that can substitute for hand 
labor in the growing of tobacco. One day we will. We are learning 
rapidly I think in the case of cotton and ultimately you can have a 
family farm in the production of cotton with equipment that will 
compare favorably with the mechanized wheat farm and the farmer 
can, with an adequate price-support program, make an income equiva- 
lent to that in wheat farming. 

We do not want to do anything that will hold that down but as 
of the moment the Southern Piedmont Co. makes practically no income 
at all. 

Mr. Krne. In certain sections that are good production sections, too, 
mainly in the West, the family farm does not have the family living 
on it—they live in town. 

Mr. Baxer. I know about that in the Orient. I understand that 
it is that way in Iran. I do not know that the village-type pattern 
prevailed here. 

Mr. Krne. It is not a village. They are lawyers and enterprisers 
in town that can grow 1,000 acres in wheat without a family being 
involved, just by hiring a few men for 60 days. 

Mr. Baxer. Is it your suggestion that is the pattern we should push 
toward or were you speaking against that? 

Mr. Krne. I am speaking for the development of efficiency in all 
phases of production. 

Mr. Baxer. That I agree with. 

Mr. Kine. That is the way the thing should be if it is efficient. 
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Mr. Baker. I agree with you. 

Mr. Krne. Certainly out in the West, that is the efficient way in 
some of those areas because what is the use of living on a wheat farm 
the year around? The growing of 1,000 acres of wheat can be con- 
fined to 30 days. 

Mr. Baker. Have you ever grown wheat? 

Mr. Kine. I grew up in the wheat country. 

Mr. Baker. Where abouts? I understood you were from another 
part of the country. 

Mr. Kina. I am a farmer in Pennsylvania now. I grew up near 
Dodge City, Kans. 

Mr. Baxer. I see. 

Mr. AnprESEN. How do you feel about absentee ownership# 

Mr. Baker. I would say that practically every farmer that lives 
on his farm in the United States, I guess 95 percent of them resent 
absentee ownership. 

Mr. Anpresen. How does your organization feel about it? 

Mr. Baker. We are opposed to absentee farm ownership. 

Mr. ANprESEN. You are not in favor of it? 

Mr. Baxer. No, sir. 

Mr. ANprEsEN. Then you would only give benefits to those who 
actually occupied the family-sized farm / 

Mr. Baker. No, those who operate the family-sized farm whether 
they actually are living on that particular 40 acres. 

Mr. Anpresen. Do you favor a land-reform program that would 
get this absentee land back into the hands of farmers who would 
oceupy the land ? 

Mr. Baxer. The answer to that is “No,” if title I of the Bankhead- 
Jones Tenant Act and the Farmers’ Home Administration Act, were 
given adequate funds, that would take care of most of it. By that 
I mean multiply the loan funds available by some 5 or 8 times. If 
certain States, if they wanted to, adopted graduated land tax such as 
North Dakota voted on last fall, that would be more than necessary, 
I would think. That would be a move in the same direction. 

The main factor, if you just do not give extra assistance, as Mr. 
King said, to this corporate industrial-type agriculture, if you do 
not throw extra things in their way, the family farm will outeompete 
them. 

Mr. AnpRESEN. Very well. 

Mr. Baker. Secretary of Agriculture Benson is the one that has 
been doing the most talking in the last 2 years about the big loans 
on the price-support program. 

We think if he means what he is talking about, that he ought to 
say, “Look, let us not make any $200, 000° price-support loans—let 
us keep them down to a family-farm level.” 

If he means that he would come up here and make the same recom- 
mendation that I am making to you. 

Mr. Anpresen. I do not know what recommendations he would 
make on that. I am interested in getting the views of you people. 

Mr. Baker. Remember a year ago when the Agricultural Act of 
1954 was being considered, he came up with 4 or 5 sheets of paper, 
listing all of the big cotton and wheat loans. And the implication 
was that that was wrong. Yet he did not recommend any legislation 
to stop it. 
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Mr. Anpresen. We have not had very many recommendations from 
the Secretary because he assumed that we are here from agricultural 
sections of the country and are familiar with agriculture and agri- 
cultural operations from one end of the country to the other. I sup- 
pose he felt that probably that should be something in Congress. 

Getting back to this corporation farming or these large absentee 
farms, would you advocate a program to divide them up under the 
Bankhead-Jones Act, and do the thing by Government operation ? 

Mr. Baker. I do not think that you have to have a program of 
dividing up farms. I think you could give the beginning farmers, 
that is, provide them with a loan program of the type that the Farmers’ 
Home Administration already has. 

If they have the assurance of a firm and adequate price-support 
program, with an adequate crop-insurance program in that county, 
with all of the other parts of the farm program that have been 
developed over the past 30 years—primarily a lot of it initiated in 
this committee—you are not going to have any difficulty. 

For instance, in 1930, 42.5 percent of all of the farms in the United 
States were tenant-operated. That I think is much higher than 
it ought to be. 

As a result of the farm programs originated in this committee, or 
acted on in this committee and worked out in this committee over a 
long series of years between 1930 and 1950, the percentage of tenancy 
in the United States was cut without a land-reform program of the 
type you mention. It was cut from 42.5 percent in 1930, to only 25 
percent in 1950. 

Mr. AnpresEN. I do not want you to misunderstand me. I am not 
advocating a land-reform program for the United States. 

Mr. Baxer. I misunderstood you. 

Mr. Anpresen. I wanted to know what your organization felt about 
that and you have expressed yourself. 

IT am disturbed over this fact, that during my service in the Congress, 
the agricultural population has gone from 28 percent down to 13 or 
14 percent. Something has happened to drive the people off the farms. 

Mr. Baxer. That is right. 

Mr. Anpresen. Whether it has increased the size of the farms or 
the high expense of going into farming, I do not know. I talked 
with a farmer out in my district last fall. He used to have 160 acres. 
He bought $25,000 worth of machinery and he said he had to have 500 
or 600 acres in order to make it pay. So he bought the adjoin- 
ing farms. And, of course, somebody moved off those farms. 

Mr. Baxer. Are you objecting to that? I don’t. I think that this 
family-farm operator ought to have the opportunity and we should 
provide it as such that he can earn as adequate an income as people 
that do not live on the farms. In other words, the definition of parity 
farm income in the Agricultural Act of 1948 is incorporated in the 
National Farmers’ Union program, that the goal of these programs 
is to see to it that a farm family can earn the same kind of standard 
of living as they could earn in other occupations. 

Mr. Anpresen. Of course you have all kinds of businessmen. 

Mr. Baxer. At the moment, as you know. 

Mr. Anpresen. All kinds of preachers. 

Mr. Baxer. Yes. 
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Mr. Anpresen. All kinds of lawyers, some successful, and some not 
so successful. And you also have a lot of potato growers, and farmers 
some of whom make good and others lose their shirts. 

Mr. Baxer. Right. 

Mr. AnNpDRESEN. Do you want to treat them all alike? 

Mr. Baxer. We are talking here about averages, yes, sir. We are 
talking about the opportunity for farm families in general to be able 
to earn the same kind of American standard of living that other fam- 
ilies in general are able to earn by their own work and efforts of 
various kinds. 

Mr. Kine. Don’t you believe in the process of permitting them to 
have the competitive system that prevails in other phases of our 
economy and let those who are capable get bigger by acquiring the 
land of their neighbors and thereby eliminating their neighbors, and 
eventually reducing our farm population to, say, 10 percent of our- 
people, still producing more stuff than we are now producing? Don’t 
you think that is in the wind, the tendency # 

Mr. Baker. I ‘still cannot agree with your point of view that you 
want to bulldoze farm families off the cliff. I do not agree with that. 

Mr. Krne. I do not want that. 

Mr. Baxer. As a part of your question is—I agree with that—the 
part that we have got to expand research and technological develop- 
ments as fast as we can. That makes good sense. 

We do not want to oy any farmers off—we do not want to put any 
dampers on individual initiative of anyone. 

We do not want to blow them off. There are already unemployed 
people in the city. If we can get an expanding full-employment 
economy where there are job opportunities for people to make a 
contribution to an expanding society and we can produce as much 
as we can, that is what we want. Let us not bulldoze them off and 
“hoo to join those in the city. 

r. Kine. I was not wanting to bulldoze anybody at all. 

Mr. Baxer. I am putting that in that kind of hillbilly English 
because I gather that that is what you are trying to get me to agree to. 

I cannot agree to that . 

Mr. Ktne. What I meant is that the competitive system will enlarge 
the individual farm units by simple acquisition 

Mr. Baxer. It is. 

Mr. Kina. Of one farmer of another farmer’s operation. 

Mr. Baxer. You made a very excellent statement. 

Mr. Kine. He goes somewhere else. Maybe to the farm, but if he 
does not, and a lot leave the farm to go into other pursuits—— 

Mr. Baker. Last year you passed a very excellent bill, social se- 
curity for farmers, providing old-age survivor and insurance for 
farmers. There will be about 700,000 farmers eligible for that in the 
next 2 or 3 years. 

Mr. Kina. I would like to ask you a question about that. 

Mr. Baker. That is important. That is for retirement. 

Mr. Kine. Don’t you find a big uproar coming from the farmers 
about the necessity of payroll accounting and bookkeeping that they 
never had to do before 

Mr. Baxer. We hear a big uproar coming from the national con- 
vention of a contemporary farm organization in New York City. 
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And a big uproar coming from some of the city-owned farm press. 
But we do not find any uproar coming from farmers about it. Because 
farmers have looked at this thing from the standpoint, “How much 
does a certain amount of protection cost?” 

And the protection that they pay social security tax of so much 
for, would cost them for the same amount—the very same amount 
of protection—between 6 and 7 times as much to obtain any other 
way. 
Mr. Kring. If you are talking about the farmer who is perma- 
nently employed, certainly you are right. I do not think there is any 
such uproar from them at all. But there are many thousands of farms 
in this country that at harvest time hire some employees. 

Mr. Baxer. You are talking about social security for hired labor 
now. 

Mr. Kina. That is right. 

Mr. Baxer. My original comment was old-age and survivors insur- 
ance for the farm-operated families. 

Mr. Kine. What I am talking about is the imposition on farmers 
now to keep social security records on everybody they employ from 
the first day they employ them. It hits a lot of people who are doing 
their harvesting on a piecework basis and never before have even 
kept their names—they pay them off at the end of the row. 

A lot of harvesting does not last long enough to meet the $100—— 

Mr. Baxer. That is a different issue. That does not have any- 
thing to do with the old-age and survivors insurance. 

Secondly, that is not new that you mentioned. That was farm- 
hired labor. We favor that, too. 

Mr. Kine. Would your organization object to an exemption of the 
first $250 paid for hired labor? 

Mr. Baxer. I think our position is $100. I have forgotten the 
exact figure. 

Mr. Kine. The present law is $100. You see it is not an exemption. 
You have got to pay on that first hundred dollars. So the farmer 
who does not know whether or not he is going to pay the hundred 
dollars has to keep books from the first day on the fellow. 

Mr. Baxer. So far as I know, we have not actually discussed this 
thing in that minute detail. There has not been anything. 

I have not received a single complaint. So far as I know, none of 
the national board has. 

Mr. Kine. I have introduced a bill to set up $250 exemption—that 
raises the $100 to $250; it excludes the first $250 so the farmer needs 
to keep books only on what might be considered the more permanent. 

Mr. Baxer. If we have not already written you for three copies, 
would you send us three copies so we can study the merits of the 
bill? It should be brought to our attention. 

Mr. Kine. Mr. Baker, we will. 

Mr. Anpresen. Mr. Poage asked me to adjourn the committee to 
meet tomorrow morning at 10 o’clock. It is now 3 o’clock. 

Mr. Baxer. Could I answer one of your questions? 

Mr. AnpersEN. I want to ask one question. 

Mr. Baxer. Let me read this into the record, the answer to your 

uestion this morning. I go back here te the hearings of Wednes- 
ay, April 27, 1949, at which time the Farmers Union presented its 
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own price-support bill, and in that bill it says—this relates to your 
question about whether we have ever been interested in dairy prod- 
ucts before—dairy products are included as one of the commodities 
that should be supported at 100 percent of parity. 

At that same time we recall in our testimony that we had the pre- 
vious year testified for extension of the Steagall amendment. As you 
remember, that covered milk and dairy products. 

And that previous year we recall in our testimony that we had 
previously supported the original enactment of the Steagall amend- 
ment which covered as you will remember any commodity which the 
Secretary of Agriculture had asked for an increased supply due to 
the war. 

Therefore milk was one of those Steagall commodities. We have 
a long record of at least 15 years of every time the problem came up, 
we have supported adequate price supports for milk. 

Mr. Anpresen. On yellow-colored margarine which did the dam- 
age to the dairy industry in this country I could not get your national 
organization—I think your State organization was in harmony with 
my views at that time—but your national organization was on the 
other side of the fence. They wanted yellow-colored oleo to be sold 
in the country. 

Mr. Baxer. There is a colloquy here between you and Mr. Glenn 
Talbot, chairman of the national board—and I was a little bit late for 
the committee meeting as you know, and I have not run into the place 
where you asked him the same question that you asked me this morn- 
ing. I would guess, if I would go down through this, I will find 
that you asked him that same question and he attempted to say the 
same thing that I have said, that the National Farmers Union favors 
adequate price support for milk. 

Mr. ANpRESEN. Let me conclude this hearing. 

Mr. Haacen. I would like to ask one question. 

Mr. Anpresen. All right. 

Mr. Hagen. I would be somewhat of the opinion that this 90 percent 
of parity which the Farmers Union advocates 

Mr. Baxer. We are for 100 percent. 

We think 90 percent firm support would be a step in the right 
direction compared to the sliding scale. 

Mr. Hagen. It takes almost all of the risk out of farming. I think 
in its present form it might be self-defeating if you are interested 
in preserving the family-sized farm, which I certainly am. Because 
the thing encourages people who have not normally farmed to get into 
a business in which there is very little risk and they can get financed in 
huge amounts. I understand the program of your organization goes 
beyond seeking merely 90 percent of parity, but apparently the other 
things you have advocated have not found very ready acceptance and 
probably will not. So in the absence of some of these other safe- 
guards, you are encouraging in effect the disappearance of the family- 
sized farm. 

Mr. Baxer. The first part of an answer to your question is what 
Mr. King said, I think. ‘The family farm will outcompete the factory- 
in-the-field farm, if you do not put too much weight on the side of the 
factory in the field. Nowhere in the world has the family type of agri- 
culture been driven out of existence. That is the basic and prevailing 
form of production outside of the Iron Curtain and they found out 
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when they tried to abolish it they were cutting their throats and not 
getting anything done—when they tried to abolish the family farm. 

The answer to another part of your question, it seems to me, is that 
maybe this year you are right, but I am quite sure down the long pull 
that we are not going to be able to maintain a price-support program 
at all if we do not put a top limitation on the amount of eligibility 
of an individual unit, because sooner or later—there is an increasing 
amount of feeling on the part of consumers now and on the part of 
the representatives of the consumer, organized labor, and then there 
will come Congressmen in the House—that they do not think that 
this thing ought to be open-ended and that a banker who lives in 
Boston, gets $500,000 of price-support protection on potatoes in 
Maine—I think sooner or later we will have to meet that thing face 
on, or we will not have a price-support program except at a disaster- 
type level, which is worse than no program at all. 

Mr. Hacen. If you went back to 90 percent unimproved, you would 
be encouraging the very things that you object to. 

Mr. Baker. No, sir; actually we had a pretty good price-support 

rogram from 1933 up through 1950 and the percentage of tenancy 
in the United States dropped from 42.5 to 24 or 25 percent. The per- 
cent of farm production done on factories in the field or on corpo- 
rate-owned land fell markedly from 1930 to 1950. In other words, 
it seems to me that the facts in the trend of history have shown that 
an adequate farm program, even though it may not be limited just 
to family farms, actually helps the family farm more than it does 
anyone else. The family farm prospers under those conditions. 

Mr. Hagen. Elements of the program in the earlier part of that 
period were far different than they are now. That change probably 
reflects the fact that a lot of banks which really were not interested in 
farming were able to turn back the land that they had acquired by 
foreclosing mortgages, and so forth, and there were people ready to 
take them back, but you have a new phenomenon in certain areas. 
In my district, for instance, I know there are farms of 50,000 acres. 
But so far as living on the farm, that is no criteria. They live on the 
farms, but they can go up to San Francisco and get financed to the 
tune of $4 or $5 million without any difficulty, because the lender 
might be a bank or even a private person and knows that that farmer 
will get 90 percent of parity on his cotton. He is not taking any risk, 
lending the money, nor is the farmer taking any risk using the money. 

Mr. Baxer. That is right. 

Mr. Hagen. They do not just exist in my part of the country, 
either, by the way. 

Mr. Baker. We would put the limitation, and we think that Sec- 
retary Benson would have recommended the thing if he were actually 
concerned about this, because he indicated with all of his statistics 
that he brought up here a year ago that there ought to be a limitation 
of $25,000 or $27,000 on the amount of cotton loans that a farmer 
can get for the individual farms. 

Mr. Hagen. I can interpret his position to be something different 
from that. He thinks that kind of growth is a healthy thing, but he 
is not interested in the Government making a major contribution to 
that growth. 
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Mr. Baker. Why does he not come up here and recommend the 
way I gather you are suggesting and the way we have done—that 
there be a limited—a cutoff on this thing so that a fellow such as that 
has not got an unlimited line of credit for price-support loans. 

Mr. Hacen. The limit that you are talking about does not exist— 
pure 90 percent of parity. I think that is self-defeating. The thing 
results in this expansion that I mention and— 

Mr. Baxer. Actually the results under it, Mr. Hagen, have been in 
the other direction. We would prefer to see a program with the limi- 
tations so that the individual farm cannot get more than so much eligi- 
bility. However, under the programs as they have operated in the 
iast 10 years, there has not been a great tendency for this price-support 
program to encourage the development of factories in the field or larger 
than family sized agricultural units. 

Mr. Hagen. We have been hearing a lot of testimony anyway about 
the 5-acre farmer. I think the New Deal and so forth struggled with 
the problem of that 5-acre farmer since the early thirties. But really 
nothing has been of help to him. 

Mr. Dixwe: I would suggest or invite your attention to H. R. 4300 
which was introduced yesterday by Congressman Wright Patman of 
Texas, which is a broad-scale proposed legislation to meet the problem 
that you have just mentioned. It was introduced, I understand, in the 
Senate by Senators Sparkman and Kefauver, with a companion bill. 

Mr. Anpresen. Did your organization favor that bill ? 

Mr. Baxer. From what I have read of the bill—and I have read all 
except the last two pages—we are very heartily in favor of that bill. 
It is a bill to attack this whole problem that you have mentioned of 
rural poverty. It is a very excellent bill—the best, so far as I can 
determine. 

Mr. AnpresEN. Is there anything else? 

Mr. McInriee. I think Mr. Baker would want the record to show in 
the colloquy with Mr. Hagen in the illustration of the large grower 
in the potato industry in Maine, to show that there is no price support ; 
there has not been since 1951. 

Mr. Baker. Right. 

Mr. McIntire. The illustration was academic ? 

Mr. Baker. Yes. 

Mr. Anpresen. Do you have anything you would like to add, Mr. 
Christianson, to what has been said ? 

Mr. Curistranson. No, I do not think so. I certainly wish to 
thank you and the members of the committee for the curtesy extended 
us here today. 

Mr. AnpresEN. We thank you and Mr. Baker for appearing before 
the committee and for the statements you have made. 

Mr. Baxer. I thank you for taking the time to come back here off 
the floor to spend this time with us and to act as chairman this after- 
noon. Weappreciate it. 

Mr. AnpresEN. I am interested on a nonpolitical basis. That is a 
strange thing, isn’t it ? 

Mr. Baker. That makes at least three of us right here. 

Mr. Anpresen. I hope that you people will have a program that 
will continue agricultural programs on a nonpolitical basis because 
that is the way we are on this committee. 
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Mr. Baxer. I am sure that under Mr. Patton’s leadership and of 
the national board, we will continue in that direction. 

Mr. ANprRESEN. The committee stands adjourned until 10 o’clock 
tomorrow morning. 

(At 3:20 p. m. the committee recessed, to reconvene at 10 a. m., 
Friday, February 25, 1955.) 
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FRIDAY, FEBRUARY 25, 1955 


Houser or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 


The committee met at 10 a. m., in room 1310, New House Office 
Building, Hon. Harold D. Cooley (chairman) presiding. 

The Cuairman. The committee will be in order, please. 

Mr. Reuther, I want to thank you for coming before the committee 
to give us the benefit of your views concerning the pending legisla- 
tion which we now have before us. At this time we will be glad to 
hear you present your statement. 


STATEMENT BY WALTER P. REUTHER, PRESIDENT, CIO 


Mr. Revutuer. Thank you, Mr. Chairman. I would like first to 
express my appreciation for your invitation. I have a formal state- 
ment which I would like to put in the record and then I would like 
to elaborate on it orally if I might. 

The Cuatrman. You may do that. 

(The statement follows :) 


STATEMENT PRESENTED BY CIO PRESIDENT WALTER P. REUTHER 


In its report accompanying the agricultural bill last year, this committee 
declared : 

“The committee deplores any tendency, in the consideration of farm programs, 
toward a separation of the interests of the farmers and our great consuming 
populations of the cities. These interests are one and the same. They are 
inseparable. * * *” 

This declaration, which the CIO wholeheartedly supports, comes at a time 
when an unprecedented effort is being made to divide the city worker from his 
farm brothers. Over the last 2 years, we have witnessed the sorry spectacle 
of a deliberate campaign by leaders of the Eisenhower administration to 
persuade city workers that long-established Government programs to aid agri- 
culture are the cause of high food prices. We of organized labor have been 
frankly shocked at the nature of this campaign; it is not flattering to realize 
that the present administration thinks so little of our sense of community re- 
sponsibility that it assumes city workers can be turned against the farmer for 
political purposes by base appeals to narrow self-interest. 

In his desparate effort to win support in the cities for his program to reduce 
farm price supports, Secretary of Agriculture Benson has led in misrepre- 
senting the effects of the price-support program upon the consumer. It is com- 
mendable that the actual facts to the contrary in this regard were set forth 
by the majority of this committee in the report which the then chairman of 
this committee, Representative Hope, submitted to Congress last year. The 
CIO is happy to join in endorsing these findings. We know that even in 1947, 
the best postwar year for agriculture, 70 percent of all farm families earned 
less than $3,000. We also know that most of the price we pay for food does not 
zo to the farmer and that the effect of price supports on the prices we pay is very 
small. Even if dairymen got their feed grains free, it would mean only about 
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1 cent a quart savings on milk. The effect of the difference between the 75 
percent and 100 percent price-support levels for corn and wheat on the price 
of milk has to be measured in fractions of a mill, which means that no savings 
whatever will be passed on to the consumer. 

I assure the committee that this effort to set city workers against the farmers 
has not succeeded in the slightest so far as members of the CIO are concerned. 
Our bonds of friendship and common interest with the farmers are stronger to- 
day than ever before. 

Hundreds of thosuands of CIO membérs working in rubber plants, steel mills, 
automobile and agricultural implement factories, and other industries throughout 
the Nation were raised on the farm. Many more have friends and relatives still 
living there. It was only natural, therefore, that our organization, from its very 
beginning, has had a deep feeling of kinship for America’s farm families and an 
abiding concern for the welfare and preservation of the family-owned farm as the 
keystone of American agriculture. 

Aware of the lessons of history, we know that the welfare and destiny of farm- 
ers and wage earners are closely interrelated, that each depends upon the pros- 
perity of the one to lift up the living standards of the other. In 1918, when the 
incomes of agricultural workers reached a new peak, those of industrial work- 
ers were not far behind. Contrariwise, when farm income skidded to a new low 
in 1932, the incomes of nonfarm workers followed, while unemployment reached 
u total of 12 million people. The same common fate was experienced by farm and 
city workers as their incomes moved up during World War II, downward im- 
mediately thereafter, and upward under the impetus of increased defense produc- 
tion during the Korean war. 

Developments of the last 2 years, when unemployment has increased and the 
entire economy of our Nation has been adversely affected as the result of declin- 
ing farm income, have given CIO members renewed awareness of the importance 
of a prosperous agriculture in preserving the security of their jobs in the cities. 
As farm prices fell and farmers stopped buying products of the cities, we have 
seen the livelihood of many thousands of our members in farm machinery and 
related industries such as steel quickly vanish. We have seen this depressing 
effect spread to other industries and small-business men. As unemployment grew 
and business failures increased, prices and purchases of farm products suffered a 
further decline. 

Certainly today we must recognize the basic economic fact that in our mod- 
ern society, the well-being of every group is increasingly dependent on the sus- 
tained well-being of all the others. The CIO is testifying here today, not be- 
cause we profess to be experts on the so-called farm problem but because we 
believe this principle of interdependence is particularly true in the relationship 
between farmers and industrial workers. 

We do not come before you to urge the adoption of any one long-range economic 
program for agriculture as offering the best solution to the farmers’ needs. The 
CIO does not claim that it is qualified to make this decision, even if it were 
proper for it to do so. Were we as city workers to attempt to determine the 
best policy for the farmers’ interests, we believe we should go as far afield, and be 
as equally incompetent in our qualifications, as some spokesmen for farm organ- 
izations I might name have been incompetent and lacking in understanding when 
they attempted in the past to spell out policies dealing with industril relations 
and welfare. The CIO will not attempt to tell the farmers what kind of agri- 
cultural program they should have to protect their interests. We do, however, 
offer our assurance that we will give to farmers our full backing in their efforts to 
obtain agricultural policies which will both provide the Nation abundant pro- 
duction of food and fiber and assure farm families full parity of income. This 
pledge is made unequivocally and without reservation. 

The CIO is not a Johnny-come-lately friend of the farmer. The record shows 
that over the years since our organization was founded we have “onsistently 
supported those farm programs which in the course of two decades brought to 
American agriculture a prosperity and abundance never before equaled in history. 
These achievements began in the 1930’s when the farmers democratically joined 
forces with a sympathetic government to develop methods of increasing farm 
security and living standards while protecting the Nation’s interests in soil 
conservation and adequate supplies of agricultural products. The CIO not only 
has given its backing to the program of price supports to protect farmers against 
ruinous price declines in years when reserve supplies built up, but it consistently 
has supported those other related programs like soil conservation, farm housing, 
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rural electrification, farm credit, and irrigation, flood control, and public power 
projects which have done so much to lift the living standards of American agri- 
culture. 

Our support has never faltered, nor has it ever demanded a quid pro quo. We 
do not seek that now. The CIO believes that no part of the American com- 
munity can progress in any real and permanent sense except as the whole of the 
American people make progress. We have said many times that we will make 
our progress only with all other elements of the community, not at their expense. 
‘There have, been times in the past when we have found most of the farm organi- 
zations and a majority of Congressmen from rural areas arrayed against us in 
our efforts to protect the interests of American workers, but we have never al- 
lowed legislative defeats to blind us to the fact that farm prosperity is essential 
to the prosperity of industrial workers and the Nation. We are confident that 
the day is not far off when farm organizations and an overwhelming majority of 
legislators from rural areas will realize that the reverse of this is also true~ 
that the farmers of the Nation can prosper only as the working men and women 
who purchase the products of the farm are also prospering. 

The growth of labor unions over the last 20 years and the extension of col- 
lective bargaining, with the resulting increase in real earnings for millions of 
union members and nonunion members as well, has truly brought great benefit 
to the Nation’s farmers as well as to ourselves. The economic opportunity which 
enabled farmers to make greatly increased investments in machinery and better 
farming practices would not have been possible without high levels of employ- 
ment, rising wages of industrial workers, and generally higher incomes through- 
out the Nation. These latter factors provided expanded markets for farm 
products at good prices, and the incomes of both farmers and industrial workers 
rose rapidly and along parallel lines. United States Department of Agriculture 
studies show that food expenditures of city families always rise rapidly as their 
incomes increase. And when the wages of city workers fall off, they reduce their 
buying of farm products. 

It is fair to point out that just as the purchasing power of city workers helped 
make it possible for farm production to mount, it was our support that helped 
implement and finance the program which the farmers themselves initiated in 
1933 to assure that the production of abundance would not ruin those producing 
it. Modern farming requires constantly increasing capital. The farm mecha- 
nization which spread so rapidly after 1935 undoubtedly would not have taken 
place if the price-support program had not guaranteed farmers who invested in 
inachinery that price declines would not bring disaster. 

Because of these considerations, the CIO has been greatly concerned over de- 
velopments in the farm economy over the last 2 years. The present administra- 
tion by its own declarations is quite clearly committed to a deliberate program 
of driving farm prices down. Since it came to office, it has succeeded only too 
well in realizing this aim. Farm prices, cash receipts from farm marketing, and 
the realized net income of farm operators have all moved markedly downward. 

The present administration appears to us to be responding to the plight of 
the farmer with the same disregard, it has shown toward the growing ranks of 
unemployed workers in our cities. Only last week, in the face of the farm situ- 
ation I have just outlined, Secretary Benson appeared before this committee 
and insisted that “the overall financial condition of agriculture has continued 
sound.” 

There is even a similarity in the phrases which the administration has been 
using to explain its refusal to deal with both the farm and industrial downturns. 
When labor urged action to check growing unemployment, we were told that the 
decline in employment was only a “leveling off” from wartime production. 
Rxactly the same words are used to account for the farm crisis. Meanwhile, ad- 
ministration spokesmen have heaped abuse upon labor and farm spokesmen 
demanding remedial action. The former were called “prophets of gloom and 
doom” for predicting only the rise in unemployment that later came to pass. 
Critics of Secretary Benson’s policies, in turn, have been disparaged as “crafty 
and subtle people” and “those who stand to gain from fearmongering.” In re- 
sponse to farmers’ pleas for aid, Mr. Benson has, in speech after speech, responded 
by lecturing them on the necessity of working harder, assuring them that he 
does not “believe farmers want to become wards of the Government,” and that 
they “deserve to stand on their own feet.” Price supports, he declares, “are a 
form of relief to be used only in emergencies,” and the full parity prices which 
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the President once promised now have become something which the Government 
cannot assure “without state socialism.” He blames the farm programs which 
made agriculture prosper for having undermined the “moral fiber” of farmers, 
yet at the same time he accepted what Republicans called the “immoral” princi- 
ple of the Brannan plan in the administration’s wool program. This kind of 
talk pulls the wool over no one’s eyes, least of all former and worker. 

Admittedly, the farm problem is complicated and even the experts may hold 
differing opinions over the best way to solve it. But of one conclusion there can 
be no intelligent challenge: A drop in farm income of $1.6 billion over a 2-year 
period with the end not yet in sight does not indicate a sound financial condition. 
It is not sound for agriculture and it is not sound for the national economy as a 
whole. The Commerce Department has estimated that a $1 billion drop in farm 
income results in a drop of $240 million in farm spending for buildings and 
machinery. This cuthack has already been felt, and its effects are cumulative. 
It is important to remember just how important farm purchases are in our 
total economy. Farmers normally use more steel in a year than goes into the 
output of automobiles; more petroleum than any other industry; enough raw 
rubber annually to put tires on 6 million cars; and enough electricity to meet 
the needs of the cities of Chicago, Detroit, Houston, and Baltimore combined. 
Agriculture also consumes great quantities of chemicals and other materials. 
Thus it is clear why agricultural purchasing power must be maintained if a 
faltering farm economy is not once again to drag the rest of the economy into 
a farm-led depression. 

What the administration and its “trickle down” economists fail to understand 
about present-day economic needs is that as the productivity of our economy 
rises, the incomes of both farm and city families must continually rise if they 
are to be able to buy the increasing flow of goods and services which the rising 
efficiency of our industrial system makes possible. Our present troubles are 
due to the fact that too much of the profits have been going to the top and staying 
there. Wages and farm income have not risen fast enough to keep up with rising 
production. 

The CIO believes that all segments of our Nation—farmers, labor, business, 
and government—must join in a crusade to raise the consumption of every 
American family, but particularly those whose need is greatest and whose 
increased income will most rapidly result in increased purchases of daily neces- 
sities. Millions of farm families are currently living under conditions which 
are indefensible. We can understand what such living means because many 
city people live under nearly identical conditions. 

According to a recent budget study by the United States Department of Labor, 
a city worker’s family of 4 must have an income of about $4,300 these days to 
provide a minimum standard of living. This minimum budget, which makes no 
allowance for savings to take care of sickness or other emergencies, may seem 
high by farm standards, but it must be remembered that city consumption is 
entirely dependent upon money income. Even this minimum budget, however, 
is far above the average wage in manufacturing, and there are several million 
American workers who still earn less than 75 cents an hour, or under $1,500 
a year. Federal and State minimum wage laws—which are intended to pro- 
vide workers the same kind of protection of income which parity price support 
programs perform for farmers in agriculture—still leave two-thirds of the labor 
force unprotected from substandard wages. In 1952, according to government 
studies, more than half of the 54 million consumer spending units in this country 
had incomes below $3,500. Even today millions of families live on less than 
$2,000 annual income. 

These figures reveal a tremendous potential domestic market for both the 
products of industry and the farm. Sales to this market, however, will be 
brought about only as we find ways and means of lifting the consumer power of 
these millions of families who already are awaiting the opportunity to become 
better customers. 

This economic philosophy prevents the CIO from having any sympathy what- 
soever with the theory of the present administration that the way to sell more 
farm products to low- and middle-income families is through a reduction in 
farm prices that in turn will reduce farmers to insolvency. Recent develop- 
ments do not support such theorizing. Throughout this period of falling farm 
prices, the prices which farmers and consumers have had to pay did not go down 
but held near record peaks. The CIO believes that this situation is patently 
unjust and must be corrected. We know that the farmer, like the worker, is 
entitled to a just return for his labor which will permit him to share in the 
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better life made possible by our increasing productivity. We believe that the 
answer to our economic needs involves raising the buying power of millions of 
our families without tearing down the standards of others in the process, 

The CIO therefore fully supports H. R. 12 and similar bills to reestablish 
90 percent of parity price supports for basic agricultural commodities at this 
time. I want to make it clear, however, that C1O’s historic position has been 
that the farmer is entitled to full 100 per cent parity of income. Anything less 
than that will deprive the farmer of a fair opportunity to realize his just place 
in society. 

It is clear from the fact that farm prices have now fallen to 86 percent of 
parity that the present level of supports is not adequate, particularly when the 
existing sliding-scale program is left for administration in the hands of officials 
obviously bent upon setting the support level as low as possible. Reenactment 
of the former mandatory 90-percent level thus is manifestly necessary not only 
to prevent further decline but to raise farm prices to a more nearly equitable 
position. 

The administration’s main argument against the 90 percent support level has 
been that it is the cause of “excessive production” resulting in the so-called 
farm surpluses. Secretary Benson told this committee last week that “If we 
should give a flat guaranty of 90 percent of parity, as some farm bills propose, 
we would undercut the incentive to keep supplies in line.” The administration 
theory is. that falling prices will induce farmers to cut production of surplus 
crops and thus balance supplies with demands. 

The CIO does not agree with the administration that a very large carryover 
of wheat, corn, and other reserves of foods and fibers from year to year must 
necessarily be considered a burden. We regard a properly administered reserve 
of food and fiber as a worthwhile form of consumer insurance: that is better 
than money in the bank. In time of drought or other crop failure, a favorable 
bank balance will not feed the hungry. Such reserves are the same kind of 
national protection which we have set up in the form of “strategic stockpiles” 
of metals and minerals. It is important to note that the cost of maintaining 
the reserves of agricultural products has been small in comparison to that of 
the stockpiles of rubber, tin, and other reserves required for armament. The 
cost of carrying these insurance reserves and holding them off the market is 
quite properly a charge on the Public Treasury, since neither farmers nor in- 
dustry should be asked to pay for protecting the entire Nation against the risks 
of unforeseen disaster. 

Actually, the CIO is not ready to accept the notion that we have a farm 
“surplus” so long as millions of our families are living on diets that are below 
the safety line. Nor can we regard abundant food production as a calamity so 
long as half the world goes to bed hungry every night and all of our output 
couldn’t begin to feed the world’s hungry nations adequately. The overall need 
for the food we produce is clearly evident. Instead of cutting back production, 
we must devise more efficient uses for that portion of our harvest that is surplus 
to our own national needs. Rather than blaming our farmers for “inefficiency” 
as Secretary Benson has done, we should be grateful for the enterprise they have 
shown in producing abundance. 

Let us recognize that food production must continue to increase if we are 
to feed our growing population, now increasing at the rate of over 7,500 mouths 
and stomachs a day. We are told that by 1975 we will need at least 25 percent 
more food than is now being produced just to provide for this additional popula- 
tion and provide for agriculture its proportional share of progress in a full pro- 
duction economy. To also bring about the essential improvements in the diets 
of the several million American families still living at levels of inadequate 
nourishment will require an even greater growth. This will not just happen. 
It can only be brought about if we plan carefully and act wisely in the years to 
come. The standard of living of children still unborn depends directly on the 
decisions currently being made by this Congress. 

Furthermore, food is freedom’s best ammunition in the fight against totali- 
tarian infiltration and conquest. The production and effective use of an abun- 
dance of American foods as munitions of peace may be a crucial factor in 
saving the peace. A bushel of wheat, a case of dried whole milk will do a lot 
more good in most instances than a 6-inch shell or a machinegun in winning 
the support of hungry peoples. Food did help to win World War IT and in the 
establishment of a measure of peace: It should now be used to the limit of safe 
United States reserves to make peace secure. 

In this connection, the CIO supports the idea of an international food reserve. 
As we understand it, our surplus foods would go into a pool and hungry peoples 
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would pay for it with the proceeds being used for capital investment in their 
country to build up their economy and their standard of living and purchasing 
power. That seems to us to make sense, since it would be infinitely cheaper 
than another world war. 

With ‘agricultural producers confronted by such great needs, it is unrealistic 
to expect our farmers to be able to meet them unless we adopt abundance as 
a national policy and assure our agricultural producers that they will not suffer 
if they overshoot the mark and produce more than can currently be sold. The 
administration advocates freedom of action for the naturad laws of supply and 
demand in agriculture alone. It has not proposed that we should let free 
markets take care of the expansion necessary for adequate defense production. 
Suppliers of defense orders are not objecting to the high prices guaranteed 
them by the Government. Builders have not hesitated to take advantage of 
Government-guaranteed loans. Big corporations have welcomed the provision 
which permits them to write off the cost of new plants and equipment at a 
greatly accelerated rate. Surely we have just as much to gain by making sure 
that our farms will be able to meet our future needs. 

As you devise our farm policies to obtain this goal, we hope you will give 
eareful attention to the welfare of the family farmer. Our Nation’s pattern 
of family-type farming has given us a way of life which has made a major con- 
tribution to our democracy. It has proven the most successful kind of agricul- 
ture and it must never be destroyed by policies which help the big farmer at 
the little farmer’s expense. Yet it is the family farmer, long the backbone of 
American agriculture, who is deliberately being made to suffer by the policies 
of the present administration. The Under Secretary of Agriculture has bluntly 
declared that there are too many farmers and that one of the faults of price 
supports is that they tend to keep “marginal farmers” in business. It would 
be better, he contended, if they went out of business and left it to their 
big, “efficient” competitors, 

The CIO regards the growing concentration of the production of food and 
fiber in our larger farms as the most crucial farm problem facing the Nation. 
Our conern with the farm program other than that it be adequate to our 
needs is that it bring the greatest degree of prosperity to the greatest number 
of farmers. It is now clear that the farm price-support program, which we 
favor, cannot alone meet the needs of the vast majority of them. 

The CIO intends and hopes to be able to continue its support of the farm pro- 
grams as we have in the past. But in order to continue to hold the full and 
unqualified support of city workers, the farm program of the future must reach 
beyond the prosperous one-third and hold out some meaningful assistance to 
the forgotten two-thirds. Thought should be given at once to finding the methods 
by which this can be done. 

Because the resolution on farm policy adopted at the last constitutional con- 
vention of the CIO last December in Los Angeles deals with this problem, I 
append it to this statement. 


FarM ProGRAM RESOLUTION ADOPTED BY THE 16TH CIO ConsTITUTIONAL 
CONVENTION, DECEMBER 1954 


The Republican administration in Washington is committed to a campaign 
to drive farm prices down. In October, prices received by farmers were 9% 
percent lower than when the Republicans took office in January 1953. At that 
time farm prices represented 92 percent of “parity”; today they stand at 87 per- 
cent, the lowest since early 1941. In 1954, the net income of farm operators will 
be 6 percent less than in 1953 and 8 percent less than in 1952. And the farm bill 
that was put through Congress this year schedules further farm price reductions 
in 1955 and 1956. 

The Congress of Industrial Organizations is deeply concerned over this con- 
tinuing deflation of farmers’ purchasing power. It reduces the market for 
industrial products and narrows the job opportunities and security of all city 
workers. It presents a serious threat to the economic welfare of the entire 
Nation. 

We have further reasons to protest the effect of this new so-called agricultural 
program. Its declared purpose in driving farm prices down is to curtail pro- 
duction; but in electing to rely upon low prices to control farm output, the 
Republicans must know that their program will ultimately force many small 
farmers off the land. 
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Top spokesmen for this misguided policy have admitted that it is their purpose 
to eliminate small farmers and compel them to go to the cities to find work. 
Under Secretary of Agriculture True D. Morse and Commodity Credit Corpora- 
tion President John H. Davis were quoted to this effect in the newspapers as far 
back as the spring of 1953. 

The executive vice president of the National Council for Farmers’ Coopera- 
tives, H. L. Brinkley (Ezra Taft Benson’s successor in that post and an ardent 
adherent of the Benson farm philosophy), said frankly last August that he is 
in favor of “cutting price supports to a point where marginal producers will be 
driven out of farming.” This inevitable displacement of American families 
“would be a social, not an agricultural, problem,” he declared. 

A social problem it is, and one that should deeply concern all city people as 
well as the farm families of the Nation. Any farm program which accelerates 
the tendency of big-business farm enterprise to drive smaller farmers off the 
land would once again subject an important group of our fellow Americans to 
the brutal laws of the jungle, just as the industrial workers in the cities were 
subjected to this same law before they organized into unions for their mutual 
protection. 

For many years there has been a disturbing trend toward concentration in 
American agriculture. In 1950 more than half of all farmland in the United 
States was held in farms of less than 250 acres; today, however, more than half 
of it is in farms of 500 acres or more, and 42 percent of it is in farms of more 
than 1,000 acres. 

Farms classified by the Census Bureau in 1950 as “large farms” represented 
only 1.3 percent of all the farms in the United States, yet they sold 24 percent 
of all the wheat, 28 percent of all the cattle, 28 percent of all the fruit, 42 
percent of all the vegetables, 44 percent of all the sheep and lambs, 49 percent 
of all the wool, and 57 percent of all the sugarcane sent to market by farmers 
in that year. 

Under the stimulus of Republican policies the trend toward dominance by big- 
business farmers and remote-control farm-management syndicates is stimulated 
and the existence of self-supporting independent farms is threatened. 

Surely it is possible for the American people to devise a farm program 
through which this trend away from the independent family-size farm can be 
checked and, perhaps, reversed. Proposals already advanced by Congressman 
Wright Patman and others would restore price supports to at least 90 percent 
parity but would limit such support to the normal production of a family- 
operated farm. Direct production payments (like those enacted by the Repub- 
licans exclusively for the woolgrowers) might be instituted generally, and these 
would represent the difference between the market price of farm commodities 
and the 90-percent support guaranty. The larger farm enterprises, however, 
would receive no price guaranty for that part of their output which exceeded 
the protected norm. 

Under this procedure, retail food prices would tead to be lower, the income 
of the average farm family would be higher, and the cost to the American people 
as taxpayers and consumers would be smaller and more equitably distributed. 

Furthermore, the CIO believes that this proposal, or some feasible variation 
of it, will generate more consumption through lower prices and thus gain 
support from Congressmen from city districts who in the past have not sup- 
ported a strong farm program. It is our belief that the new Democrat-controlled 
84th Congress can and must enact a program of this nature if the increasing 
power over American agriculture of our biggest farm producers is to be checked 
and the ill-advised effort to incite city consumers against reasonable measures 
to protect farm security is to be frustrated. 

Unless our farm families and city families both prosper, neither will prosper 
for long. There can be no lasting security for industrial workers if the farm 
families of the Nation are insecure. On the other hand, the history of America 
has proved that there can be no lasting security for farm families unless city 
workers’ families are also prosperous : Now, therefore, be it 

Resolved, That we call upon the leadership of the 84th Congress to enact a 
new farm program which will assure a fair return for those who work on the 
land, protect the welfare of the average family-size farm enterprise, and there- 
fore, reverse the existing policy which so dangerously threatens to speed up 
the concentration of agricultural production in the hands of giant industrial 
farms. 

To assure passage of such legislation, we further urge the closest consultation 
and cooperation between the Members of Congress from both city and rural 
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districts on the parallel measures which must be enacted to provide security for 
the families of workers on the farm and in the cities alike. 

In a similar spirit, the Congress of Industrial Organizations will continue to 
cooperate with all farmers and farm organizations in a mutual effort to raise 
the living standards of all Americans. 

Mr. Revutruer. In the beginning, I would like to state very emphati- 
cally that I appear here not as an authority on farm problems, nor an 
expert on farm policies. I am appearing this morning in behalf of 
the 6 million members of the ClO, in order to raise our voice and 
express our support in behalf of the American farmers in their right 
to achieve full equity and parity with other economic groups in our 
society. That is the purpose of my appearance. It is to make it 
clear that the industrial workers of America believe that American 
farmers who are making a tremendous contribution to the well-being 
and the economic progress of our great country, ought to be given the 
kind of support and consideration that will enable farm families to 
get that measure of economic justice that parity reflects. 

And it is in support of that idea that I appear. 

I would like to concur in the statement made by the agricultural 

committee last year when it said, and I quote— 
The committee deplores any tendency in the consideration of farm programs 
toward a separation of the interests of the farmers and our great consuming 
populations of the cities. These interests are one and the same. They are 
inseparable. 

We would like to concur wholeheartedly with that statement be- 
vause I believe that anyone who understands the nature of our farm- 
ers’ problems and the problems of people in the cities must recognize 
that the future of American farmers and the future of American work- 
ers or people in our large cities is inseparably tied together, that 
you cannot have prosperity in the cities without prosperity on the 
farms. You cannot have prosperity on the farms without prosperity 
in the cities. And therefore, anyone who attempts to divide America 
between the farmers and the city workers or city people, in opposition 
to farmers, is performing a great disservice to America in this hour 
of great crisis in the world. 

We in the CIO resent very much the efforts of Secretary Benson 
to attempt to advance his concept of a farm program by attempting 
to use that program to divide the American people. He would 
have people believe that city workers are in a state of rebellion against 
a farm price-support program. I want to say that nothing could be 
further from the truth. The — in the cities want justice for 
themselves, but they know that they cannot make progress unless 
American farmers get justice, and I am happy to report that the 
millions of American families whom I have the privilege and the 
responsibility of en in the economic field and at the col- 
lective bargaining table, have not swallowed, and they have resented, 
the efforts on the part of the Secretary of Agriculture to make it 
appear that they are in opposition to the farmers’ achieving equity 
and that measure of economic justice to which they are entitled. 
That is why we are very happy to support this statement made by the 
Agriculture Committee last year. 

'T think that ev ery city person, whether he works in a factory or 
is a small-business man, or is a professional worker, or an average 
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housewife, recognizes that in 1929 and the dark years that followed, 
millions of American workers lost their jobs and hundreds of thousands 
of farm families lost their farms, and together America had lost hope. 
[f we cannot find a way to get people in the cities working and sup- 
porting and cooperating together with American farmers in solving 
our common problems, then we can lose our freedom. 

We think it is nothing short of a tragedy when anyone attempts to 
sell a program and tries to use the excuse that city people are going 
to fight the farmers if they try to get justice. t 

Now the CIO stands in support of 90 percent parity, and in op- 
position to the 75 percent program, because we are very much dis- 
turbed, Mr. Chairman, by the continued falling off in farm income. 
That frightens us, because we know that during the past 2 years Amer- 
ican farm families have had a reduction in their income in excess of 
$1,600 million. We know that in 1947, which according to Govern- 
ment figures, was the highest postwar year for income of farm fami- 
lies, at that highest ostwar year for income of farm families, at 
that highest period oP tacoma 70 percent of American farm families 
received less than $3,000 per year. And that bothers us, because we 
know that our future as wage earners is affected by falling farm 
prices. We know that what happens to the farmers when they are 
affected adversely ultimately will affect people in the city adversely. 
And, therefore, when the income of farmers drops over $114 billion 
in 2 years, we know ultimately that will affect our economic welfare. 

That is why we would like to speak out strongly and clearly and 
make this understood, that we do not agree with, and I do not think 
the people in the city are being fooled by, the propaganda that when 
you give the farmers 90 percent parity protection, that that is the 
reason why the price of food goes up. Because, we have been advised 
and I think you can take Secretary Benson’s testimony and you can 
support this contention, that if the dairy farmers of America got 
their feed grain free, the impact of that upon the cost of milk to the 
consumer would be only about 1 cent per quart. If you found out 
what the difference in the price of a loaf of bread would be, between 90 
percent parity and 75 percent parity, you would need a microscope 
to detect it. Or, if you tried to find out the impact upon the price of 
a box of corn flakes of the difference between 90 percent parity and 
75 percent parity, you would need even a stronger microscope to 
detect that impact. 

So we should not try to fool the city people by telling them that 
when farmers ask for parity at a 90 percent level that reflects some 
measure of economic justice, that that is responsible for the price of 
food being where it is. 

And I am happy to say that our CIO members, I think, understand 
this economic fact very clearly. 

To begin with, there are millions of CIO members who came 
from farms. If you took the membership of the average CIO union 
and you traced back where the people came from, they did not all 
grow up in Detroit, or in Pittsburgh, or Chicago—they came from the 
farms, many of them. And we have always said that the most won- 
derful and the best crop raised on the farm is the children who finally 
come to the cities. That is why I think we understand the com- 
munity of interest between American farmers and American working 











276 PRICE SUPPORTS FOR BASIC COMMODITIES 


yxeople. And we thank God, we thank God for the patriotism and the 

Sapalty and the devotion and the interest and the productive capacity 
of the American farmers who have given us the abundance of foods 
and fibers which has made our country the envy of the world. 

We are not in conflict with the farmers. We want to be their 
partners. We want to cooperate with them as free people, in making 
it possible for everyone in America, workers, farmers, businessmen, 
professional people—we want to make it possible for all of us to move 
ahead together, to a better life in a better tomorrow. And that is why 
we would like to make it clear from the very beginning, we have not 
bought Secretary Benson’s propaganda and we are not in rebellion 
against the American farmers. We are in support of the American 
farmers in their effort to get economic justice. 

We believe that this matter of equity and parity for American farm- 
ers is both a matter of economic justice and a matter of commonsense 
and enlightened self-interest because, when we look at the economic 
facts of life, who are the best customers for the products created by 
industrial workers in our great industries? The American farmers. 

On the other side of that economic coin, who are the best customers 
for the products created on the farms of America? The people who 
live in the cities. And we must further understand that what we need 
to do in America is to arrive at some measure of economic justice that 
will balance the equities of these groups and move ahead together in 
the knowledge that we can only solve our separate problems as we work 
together to solve our common problems. That is the spirit with which 
we approach this. 

When you let farm prices fall, you begin to put into motion economic 
forces that ultimately will affect the levels of employment in every 
major industry in America because there is an inseparable relationship 
between the level of income of farmers and the level of employment in 
our great industries. When farm income falls, ultimately unemploy- 
ment will begin to develop, and the levels of employment will be de- 
pressed. Then there is more falling of farm prices and growing un- 
employment. They begin to compound each other because they feed 
upon each other. 4 

The CIO does not even remotely think that it should attempt to 
tell farmers or to tell this committee the kind of farm policies or farm 
programs that you ought toenact. We just want to make it clear that 
we support fully and without qualification or equivocation farm pro- 
grams and-farm policies geared to provide all America with the abun- 
dance of foods and fibers that we need as a free nation, and at the same 
time give the American farmers that measure of equity to which they 
are entitled in comparison with other economic groups. 

We, of the CIO, for a number of years have supported the efforts of 
the American farmers to get equity. We have supported the price- 
support programs. We have supported the soil-conservation pro- 
grams. We have supported the farm housing programs. We have 
supported the rural electrification programs, e have supported the 
farm credit programs, to enable American farmers, especially the 
family-sized farmers, to get the amount of credit they need so the 
can carry on their work properly. We have supported the flood. 
control programs and all of the other programs that relate to the 
needs and the equity and the well-being of the American farmers. 
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We have not done this on the basis of saying we will scratch 
your political back if you will come down to Washington and scratch 
our political back. We have not done that. We believe that the 
American farmers are entitled to justice, and we support their claim 
to justice on the merits of that claim, and not because we say, well, you 
come on down, we have got some special little projects where we want 
you to help. We think they ought to look at our equity, and make a 
decision based upon the equity of our claim just as we support their 
claim to equity based upon the merits of that claim. That is the 
approach that we make. Because we know, and we know this without 


question, that they cannot solve their problems without us, and we 


cannot solve our problems without them. 

It is this community of interest which I think is the thing that 
makes America the wonderful country that it is and that makes it 
possible for free eople to move ahead and to make progress together. 

When you deal with the problem of raising the cash income of a 
farm family in America, you are dealing with the problem of ex- 
panding the market for industrial products. If, instead of the farm 
families of America during the past 2 years having had a reduction 
in their income in the amount of $1,600 millions, they could have 
had an increase in their income in the amount of $1,600 millions, do 
you think that that would have affected the production levels in 
Detroit and Pittsburgh and Gary, Ind., and other industrial centers? 
Obviously it would have because what happens on the farms cannot 
be separated from what happens in Detroit, or the other industrial 
centers. We are disturbed, Mr. Chairman, by the indifference of the 
administration as it relates to falling farm prices, and we are equally 
clisturbed because there seems to be the same kind of indifference with 
respect to the unemployment problem in our major industrial centers. 

had the distinction of being labeled one of the “prophets of doom 
and gloom” in America some time back, and I was in very distin- 
guvaee company. I was called a prophet of doom and gloom because 
believe as an American that if our great country has the wisdom and 
the vision and the courage and the economic and technical know-how 
to achieve full production and full employment when making the 
weapons of war and destruction, to meet the needs of our Nation when 
we are engaged in great conflict. on the battlefields of the world, then 
we ought to have the same good sense and the same determination to 
use the vision and. the know-how to harness the tremendous creative 
genius and the productive power of the free human spirit in our society 
to achieve full employment and full production, making the good 
—— of life for people in peacetime. That is what we are trying 
to do. 

If we know how to do these things in war, because we are motivated 
by common fears and common hatreds, then pray tell us, we ask, 
why can’t we get people to work together and build together and 
march together doing this kind of a job because they have common 
hopes and common aspirations and common faith in terms of positive 
human values in peacetime? That is all we ask. And yet, take 
Detroit, Detroit had 195,000 unemployed workers walking the streets 
last September. That meant 195,000 families in Detroit who were 
denied the economic opportunity to earn the money they needed to 
support their families. What did that mean to the average farmer? 
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It meant that 195,000 healthy customers had been eliminated because 
they could not buy the products of the farm. 

We asked the Michigan Employment Security Commission, which 
is the State agency that keeps the economic statistics on unemploy- 
ment and things like that, we asked them 18 months ago to bring 
together figures on the loss in wages for 12 months because of indus- 
trial unemployment. It did not include the unemployment in non- 
manufacturing occupations, just the manufacturing industries. And 
the Michigan Employment Security Commission came up with the 
figure, in which they said that in a 12-month period, unemployment 
in the State of Michigan alone had robbed the workers in Michigan of 
$640 million in purchasing power—$640 million fewer dollars in the 
hands of the farmers’ most important customers. 

When you get down to looking at this overall situation—I have told 
the story about the policy of industry in Detroit during the war. Dur- 
ing the war we had such a demand for workers that we had all of the 
able-bodied men and women working 10 hours a day, 7 days a week 
in the war plants. After all the able-bodied people were fully em- 
ployed, we got the grandfathers and the grandmothers out of retire- 
ment. We put them in a job. Everybody could get a job. And the 
employment managers had a simple instruction when somebody asked 
for a job at the employment office : “Don’t ask them any questions, just 
feel them; if they are still warm, put them on the payroll.” 

We simply say that as a free people, since we are in fact the last 
best hope of freedom everywhere, if we in America cannot demon- 
strate the good sense and the moral and social responsibility to find 
a way to mobilize our economic power, our creative genius in peacetime, 
then the Communists will be right in their propaganda. I think they 
are wrong. I think we can have full employment in peacetime. And 
yet this whole question of farm prices, the income of farm families is 
inseparably tied together with this question of how can we, as a free 
people achieve and maintain full employment and full production in 
peacetime making the good things of life for people. 

If you will get the index of farm income and the indexes on unem- 
ployment, you will find that as farm income comes down, unemploy- 
ment goes up. And as unemployment goes up, farm income comes 
down. And that is why we are interested in the income of the 
American farmers, both as a matter of economic justice and as a 
matter of economic necessity because we know that our future is tied 
together with their future, that we cannot be prosperous, we cannot 
make economic progress unless farmers are prosperous and unless 
farmers make economic progress. 

Now the Commerce Department says that for every billion dollars 
of income that American farmers have, $240 million of that billion dol- 
lars—$240 million out of every $1 billion of income of the farmers— 
goes for farm machinery and farm buildings. We in the automobile 
workers union have most of the farm equipment plants organized 
under the jurisdiction of our union. We have the Harvester plant, 
we have the Massey-Harris, the John Deere, the J. I. Case plants, 
the Allis-Chalmers plant, where they make most of the agricultural 
implement equipment, and we know that while we have had very real 
and sizeable and serious unemployment in the automobile industry 
proper, we have had a higher percentage of unemployment in the 
agricultural implements industry than in any other major industry. 
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Why? Is it because the American farmers do not need equipment? 
No, it is because their incomes have been cut back and they are afraid 
to spend the little bit of money that they may have in buying new 
equipment. That backs right up. Then you lay off agricultural im- 
plement workers, their family budgets are contracted, and _ they 
start buying less of the foods and the fibers that they need. And that 
begins to back up the other way against the farmer. You have unem- 
ployment breeding lower farm income and lower farm income breed- 
ing more unemployment, and you get on a vicious economic cycle in 
which the negative factors begin to compound each other in the wrong 
direction. What we need to do is to reverse that cycle and get com- 
pounding of positive economic factors in the right direction. That 
will help farmers and will help city workers. 

Look at other basic industries and the impact of the farm income 
upon those industries. Take the steel industry. The auto industry 
is the largest single consumer of steel products of any major industry. 
Before the war we consumed 47 percent of the total rolled steel ca- 
pacity of the American steel industry. Yet we are only the second 
consumer of steel. The American farmers are the largest consumers 
of steel perenne in America. Last year the steel industry op- 
erated at 71 percent of capacity. Thousands and thousands of steel- 


workers were walking the streets, millions of tons of productive 
capacity in the steel industry were idle because its biggest customer, 
the American farmers, were having their income seriously curtailed. 
Therefore what happens to farmers’ income is a problem for steel- 
workers, a problem for agricultural eagrenenh workers, a problem 


for all America. And look at the petroleum industry. Farmers are 
the biggest consumers of petroleum products. 

Last year the American farmers consumed enough rubber to pro- 
duce 24 million automobile tires. That is how much rubber the Amer- 
ican farmers consumed. They consumed enough electricity to supply 
Chicago, Detroit, Houston, and Baltimore combined. 

And anyone who knows anything about the economic facts of life 
must recognize that what happens to the American farmers, economic- 
wise, is going to affect everyone else. 

What is our problem in America? What is the problem of the 
American farmers? What is the problem of the American workers? 
What is the problem of small business? In fact, what is the basic 
economic problem of all Americans regardless of their economic 
activity, or where they may live geographically ¢ 

Our basic problem in America, Mr. Chairman, in our opinion, grows 
out of a very serious imbalance between the ability of the American 
economy to create greater and greater economic wealth by the use of 
its productive capacity and ingenity, and on the other hand, its failure 
to generate sufficient purchasing power to provide the markets to con- 
sume the abundance it knows how to create. 

We have unlimited faith in the future of our free American econ- 
omy. We believe that it is freedom’s greatest material asset and we 
believe that its future is unlimited, and the possibilities for human 
progress and human betterment are unlimited because of the tre- 
mendous and creative spirit of our whole system of human freedom. 
But we believe that what we need to do is to find a way to achieve a 
dynamic expanding balance between our growing capacity to create 
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greater and greater economic wealth, greater abundance, and our 
capacity as people within the framework of our free economy, our 
free system of government, to gear this greater abundance to the 
needs of people, to their hopes and their aspirations, and their dream 
of a better life. 

Really, we are at the threshold of the second industrial revolution. 
For centuries and centuries and centuries the struggle in the world 
has been between people and nations fighting to divide up economic 
scarcity. Somebody had to go hungry, if the other person had enough 
to eat, because there was not enough to take the wrinkles out of all 
of the empty bellies. 

But we are now at that place in the development of human civiliza- 
tion where science and technology, the same science and technology 
that gave us the H-bomb, also —e us with the tools of abundance. 
For the first time in human history we have got the tools and the 
know-how to solve man’s ancient problems of food and clothing, 
poverty and hunger. We now can meet these problems and America 
has to lead the way because we are the only country in the world with 
the heritage of freedom, and a belief in human values, and at the same 
time a country that has the economic resources, the technical know- 
how to demonstrate that we now can shift this struggle in the world 
from a dividing up of scarcity, to one in which people, free people, 
can cooperate in creating and sharing abundance. That is really the 
genius of America. 

It is the capacity of the free human spirit within the framework 
of a free economy and a free ae to cooperate together, all eco- 
nomic groups, in creating economic abundance, and then sharing that 
abundance so that we can go on to create more together, raising living 
standards, and finally reaching that place in human history where 
man’s struggle to satisfy his basic economic and material needs, will 
have been met. And having met man’s basic economic and material 
needs, we can devote more time and energy and more of our resources 
to facilitating man’s growth as a social and spiritual being. That is 
where we are in America now. We are at that place in history where 
we have the tools to demonstrate that this is possible. And by demon- 
strating that this is not only possible but that it is practical, we will 
provide the kind of moral leadership for the free world and put into 
motion the kind of powerful forces in the world, against which the 
Communists cannot stand successfully. 

This is really that we talk about when we talk about farm problems. 
The problem on the farms is the problem that grows out of the ca- 
pacity to creat abundance. If the American farmers were doing a 
poor job, if, instead of getting up at 5:30 in the morning and going 
out to the milk barn, instead of getting up early to get ready to plant, 
they laid around until 9:30 in the morning, and if they did a bad 
job instead of a good job, the problem before your committee would 

quite different. Your problem is the problem of abundance. 

But that is the same problem we have in Detroit. The most opti- 
mistic projection for automobile production in 1955 is 6 million pas- 
senger cars. That is when they put on their rose-colored glasses in the 
sales department. There are many other estimates, much lower than 
that. Six million is the highest. Mr. Chairman, right now the auto- 
motive industry has the capacity to turn out from 10 to 12 million 
cars a year. 
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So we have the same problem in Detroit, abundance. We are going 
at breakneck speed in the automotive industry right now. We are 
producing at the rate of 9 million cars a year. Yet they tell us we 
are only going to sell 6 million. What happens when we produce 
the 6 million? The industry will dump the workers on the street. 
Their incomes will be reduced. They will not. be able to buy the things 
they want to buy. This thing backs right up to the farmers. Then 
farmers cannot buy the new cars, and the tractors, and then it backs 
up the other way. And we get on the vicious cycle. 

So the farmers have the problem of abundance. We, in the fac- 
tories, have the problem of abundance, and we believe that what we 
need to do is to understand—and I said this many years back—that 
the four freedoms are adequate for most of the world, but we, in 
America, need a fifth basic freedom—freedom from the fear of 
abundance. As long as we geared our productive capacity to the 
needs of war, and we were destroying economic wealth on the world’s 
battlefields, we got our economy in high gear, there was a green light 
on every major highway, economically speaking. But the minute we 
begin to deal with the question of satisfying the needs of people in 
peacetime, we are afraid of the power of abundance. And yet this 
power of abundance is the key to the future of peace and freedom in 
the world, because it gives us the tools with which to do the kind of 
1 job that no one else can do. 

Communism cannot match this performance because communism, 
with its forms of human tyranny, can never mobilize fully the crea- 
tive genius of the free human spirit. Wecan. And that is why if we 
mobilize the power, the potential power of abundance that we have 
at our disposal, we can marshal forces that can overwhelm the Com- 
munists in the world if we use them to the maximum effectiveness. 

We do not believe that we have overproduction of farm products 
in America. What we have is underconsumption. I sat in the White 
House one evening at one of these dinners that the President is grac- 
ious enough to call, and we talked about farm surpluses in that meet- 
ing. We talked about being millions and millions of pounds of milk 
in powdered form in the warehouses. Is that surplus of milk in the 
warehouses because the dairy farmers of America have overproduced 
milk? The answer is emphatically no. Because, if every American 
child in the elementary school grades of America could have one more 
glass of milk per day, there would be a milk shortage in America. 
And there are millions of American children in the year of 1955, when 
we know how to make the H-bomb and split the atom and make pur- 
suit ships go twice as fast as sound, with milk in storage there are 
millions of children who are not getting adequate supplies of milk 
to assure healthy normal growth. So our problem is not that the dairy 
farmers are overproducing milk. Our problem is that we have not 
found a sensible and sane way to get that milk supply into the 
stomachs of our children and the other people of America who need 
the nutritious values of that milk. 

What we have got to recognize is that this tremendous job which 
the American farmers have done and are doing in creating ebusdninie 
must not create a problem for us. It ought to afford us the oppor- 
tunity to improve the diets of millions of 5 en Se families who now 
live on substandard diets. The biggest market for farm products 
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in America is the millions of empty bellies in America that are not 
getting a high calorie diet, which the farmers can produce and make 
possible. We may, in the long pull, need to shift somewhat in the 
emphasis of our agricultural products to get a better diet but the 
market is there if we find a way to gear this abandance to the needs 
of the people. 

Then we also have, of course, tremendous population growth that 
we have to meet—families are growing. America is getting bigger. 
And, lastly, we have got to recognize that in the struggle in the world 
between freedom and tyranny, between democracy and communism, 
that we cannot win that battle with guns alone. We have got to be 
strong on the military front. We have got to have sufficient power, 
in cooperation with our free world allies, to meet the threat of Com- 
munist aggression, no matter where it raises its ugly head. But we 
have got to recognize that that is purely the negative withholding 
action against communism. In the final, long, historical pull, freedom 
will win over the forces of tyranny, not by the power of guns—that 
is the negative struggle—freedom will win over tyranny on the posi- 
tive front, in the struggle for human progress, for human betterment, 
for human dignity, in the struggle to give practical and tangible 
expression to the basic human and democratic values that we, as a 
free people, believe in. 

In that struggle, the food surplus that we have in America can give 
us a moral power greater than the H-bomb in the fight against 
poverty and hunger. The Communists are building power out of 
poverty in the world. They ride the naked backs of hungry people. 
And they would have these hungry, naked people believe that if they 
go with the Communists, they can get economic security. The Com- 
munists have given no one economic security even where they have 
power. But the promise of that economic security sometimes mis- 
leads people, and what happens after they have fallen into the 
control of the Communists? They gain their economic security, and 
they give up their political and spiritual freedom. 

We have got to prove that you can have both bread and freedom, 
that to get bread in your stomach, you do not have to put your soul 
inchains. And we have got to help people fight hunger in the world, 
not as a glorified give-away program, but as a long-range program, 
geared to the positive struggle against poverty and hunger in the 
world, to help people to help themselves, and as we help some of these 
people develop their own economic resources, we can begin to get 
access to valuable minerals that they have undeveloped which we need 
critically in our basic industries. We are a wealthy nation but when 
you see the Government charts on strategic materials, you can see that 
in some areas of strategic materials, we are poverty stricken, based 
upon our needs. Only if we look at this thing as a total picture, can 
we really appreciate this. 

What we need to do is to get a balance, Mr. Chairman, in our 
opinion, not a static balance, not a fixed balance, not a frozen balance, 
but a dynamic, expanding balance, between greater productive power 
and greater purchasing power. When you reach a place in the 
economy where purchasing power outruns rape ya power, when 
the demands for goods and services, for goods and fibers, are greater 
than the capacity to satisfy that demand, then you have got to shift 
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the economic emphasis to expanding productive capacity. But when it 
is ahead of purchasing cz pacity, then you have to shift the economic 
equation and emphasize the purchasing power factor in the balance 
to get it in balance with our productive power. 

That is where we are now. Is this problem going to get less acute? 
Or is it going to get more acute? I say unless we look ahead with 
courage and clarity and with a sense of moral responsibility, this 
problem will get more acute, not less acute. 

Let me just take a minute of your time and tell you what is happen- 
ing on the technical front in the automobile industry. 

We have a new technology called “automation.” This is the sec- 
ond phase of the industrial revolution. Back in the early days of the 
industrial revolution in England, when the simple steam engine was 
developed in its crude form—that machine power substituted for 
physical human power. It put machine power in place of human 
muscle. And we kept building on that simple and crude early textile 
loom until we got some very complex machinery. 

Automation, Mr. Chairman, not only substitutes machine power for 
human power, it substitutes mechanical judgment for human judg- 
ment. That is the second phase of the industrial revolution. We take 
a complex 6 and 8 cylinder engine block in the auto industry; it comes 
out of a foundry which is completely mechanized and it goes into the 
machining operation we call “automation.” Without a single hu- 
man hand touching that engine block, 14.6 minutes later it is completed. 
We bore a cylinder, the bar comes down, bores the cylinder, goes back 
up in position. Then the electric eye measures the diameter of the 
cylinder. If it is too small, if it is three- or four-tenths of a thou- 
sandth too small, the electric eye sends an impulse to the brain in the 
machine, the machine makes an adjustment, take another cut, it 
measures it, and if it is the correct size, it goeson. Notasingle human 
hand touches that engine block. 

The Admiral Co. now has an automatic television line to assemble 
a television set without a single human hand touching it. 

Is that good? Or is that bad? That depends upon what you and 
I and the other free people who make up our wonderful country do 
about this new machine. If we use it intelligently, if we use it with a 
sense of moral and social responsibility, in terms of the needs of our 
whole country and our whole people, these machines can build a better 
tomorrow for all of us, because we want to lift the burden of heavy, 
hard work from the backs of people and if we can get machines not 
only to do heavy work, but to think in the process of doing that work, 
that is fine. But we have got to gear this new technology to the needs 
of people if it is going to build a better tomorrow. Failing in that, 
it will dig our common economic graves. 

I went through one of these factories some weeks ago. You can’t 
find the workers. They are hidden here and there looking at a master 
switchboard. These master switchboards use huge panel boards— 
they have red, green, and yellow lights for every single operation on 
the machine. As long as all of the green lights are on, every tool is 
working perfectly. When a yellow light comes on, the machine is 
still working but that indicates that the tool on which the yellow light 
has flashed is becoming fatigued. The worker gets a replacement tool, 


stands there. When the red light comes on, the machine stops auto- 
592145519 
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matically, he sticks the new tool in, the green light goes on and on 
she goes. 

I said to the plant manager, “This is really wonderful. This just 
shows you what the creative genius in the free human spirit can do. 
But who is going to buy all of these automobiles?” You can make 
more automobiles with less workers, but you have fewer workers earn- 
ing income, and this is going through the whole American industry— 
and this is, Mr. Chairman, not just something in the automobile in- 
dustry or the television industry—they have got these new Univacs 
that can replace with 1 machine 3,000 office workers, keeping the books 
for an insurance company on premium payments, and so forth. They 
have got a machine now that can take the place of an orchestra, play 
every instrument, and it can capture the tone qualities of Caruso from 
the best records he ever made, and hold them, because the machine has 
amemory. It captures the tone quality. It stores it in memory. And 
then you feed a tape on which you work out a mathematical formula 
for a song through that machine and Caruso can sing a song written 
20 years after he was dead. 

That is the world in which we have got to defend freedom. 

All we say is that what we need to do as free people in America is 
to understand that power, the genius to create abundance, which gives 
the people of America the most effective weapon in the world with 
which to defend freedom, and peace and human decency. Abundance 
should not be something that we are afraid of. We ought to welcome 
the fact that American farmers can create greater and greater 
abundance. 

We should welcome the fact that the automobile industry and the 
steel industry and the electronics industry and all of these other in- 
dustries can create greater and greater abundance with less and less 
human effort. But we must find a way to gear that greater abundance 
to satisfying the needs of people, to give them a better life, to give 
our children greater educational opportunities, to give our old people 
a greater sense of security and dignity in their old age, to give people 
adequate medical care, to wipe out the slums in America, and the 
shacks on our farms, because we have got the tools to do it with. 

This is the great vision. This is the new revolution, this is the power 
that can push back the reactionary forces of communism which 
cannot harvest the creative genius of the free human spirit. 

That is why we come before a committee in Congress, and we say, 
“Raise the minimum wage laws.” That will affect not one single 
member of the UAW-CIO, the union that pays my salary, the Auto- 
mobile Workers Union—not one worker who pays dues to our union 
will benefit by raising the minimum wage directly. But he will bene- 
fit indirectly by the fact that we are dealing with the basic problem 
of bringing our purchasing power into balance with our productive 
power. That is why, when we are told that millions of American 
families get under $1,500 income, we say, “You had better deal with 
that problem both as a matter of economic justice, and as a matter 
of economic necessity.” 

You are now going to be talking about the tax law. We would 
support the $20 tax reduction effort. We think the thing should go 
further than that, Mr. Chairman, because, when you are cutting taxes 
to give the average American family a break, $20 is a beginning, but 
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it is not enough. What will happen to that $20 if it is given to mil- 
lions of low- and middle-income families? Are they going to put it in 
salt brine and keep it for posterity? That $20 tax reduction will find 
reflection in the purchasing power stream of America on the store 
counters, buying the good things of life that people need. And that 
is why last year, when we argued against the Republican tax Beoyowts 
we were not down here as a narrow economic pressure group, fighting 
for something for ourselves at the expense of our neighbors in Amer- 
ica. Wesaid at that time, Mr. Chairman, that the tax law ought to be 
approached not only on the basis of equity—not only in terms of its 
economic impact upon the American people according to their respec- 
tive economic equity, but it also should be based upon the economic 
necessities of our situation. 

What is our problem? Well, we have got greater productive power 
than we have purchasing power. We had Mr. Humphrey come over, 
the Secretary of the Treasury, to our CIO full-employment confer- 
ence and he said the way to meet the problem of unemployment is not 
to broaden the purchasing power base. The way to do it, he said, is 
to give the people on top greater economic incentives, and when you 
give them greater incentives they will build more factories and create 
more employment. 

The day he came to our conference, in February of last year, the 
steel industry was operating at 61 percent of capacity. The auto in- 
dustry was operating at 50 percent of capacity. And we said to Mr. 
Humphrey, “Do you mean to tell us that what we need is more incen- 
tive on top so that the people will build more steel mills? We 
are only using 61 percent of capacity. Do we need more incentive to 
build more automobile plants? We are only using 50 percent. What 
we need is more purchasing power dollars in the pockets of the people 
who will turn out to buy the things made out of steel, who will buy 
the automobiles. More money in the farmers’ pockets so that they 
can buy refrigerators for their wives and the things that will make 
the farm wives’ task less difficult. And more things for the farm.” 

But you see this is where we get in trouble. Take the General 
Motors Corp. General Motors in 1954 made, because of the tax laws 
passed last year, 35 percent more profit after taxation with less 
production. If any worker trade-union delegate went to a bargaining 
table and said to the company, “We want 35 percent higher pay for 
less work,” the editorial writers would run out of paper, writing 
editorials about such irresponsibility. And yet the General Motors 
Corp. had less production in 1954 than it did in 1953 but made 35 
percent more profit. 

The same thing is true of General Electric. So, we said that you 
were giving the tax cut to the wrong people because General Motors 
got a tax cut last year of $219 million. General Motors made $1,640 
million in profit. If you had given that $219 million tax reduction 
not. to General Motors, but to millions of low- and middle-income 
families, they would have bought more bread and cheese and more 
shoes and more clothing and more of the other necessities of life. 

This is not just a matter of economic justice. It is a matter of 
economic necessity to balance this whole economy of ours. People 
say, “These are all wonderful things, you know.” Everybody believes 
that we ought to make progress. Everybody believes that if everybody 
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could have their living standards raised, that would be fine. But 
can we afford to do these things? 

Mr. Chairman, there are two things that we can not afford in the 
world—war and unemployment. 

In 1954, because of unemployment of around 5 million—if you count 
the people who were half employed, working 2 and 3 days a week, 
in addition to those ple he were fully unemployed—we lost in 
1954, by failing to fully utilize the productive potential of our great 
economy, $40 billion in economic wealth. 

Every American family could have had $850 more income, real 
purchasing power, in 1954 if we had had full employment. 

What we are really saying is that the future is unlimited in Amer- 
ica. The future of freedom, of our free economy, of our free people 
and our free country is unlimited, if we have the courage and the good 
sense to gear abundance to the needs of people, to all of the people. 

Nobody can make progress in a vacuum. Workers, farmers, busi- 
nessmen, we are all in the same boat. We either make progress to- 
gether or we go down together. 

It is for that reason that we come here this morning, Mr. Chairman. 
We recognize that the American farmers have made a tremendous 
contribution to the well-being and the progress of our country and 
we believe that they are entitled to protection, because they are dealing 
with that segment of our economic effort in America in which the eco- 
nomic factors are beyond their control. 

You can stop an automobile in the middle of the production season, 
but you cannot stop a crop from growing in the middle of the growing 
season. Farmers have got these basic problems. We, as a free 
people, owe to the American farmers protection against these un- 
controlled economic factors. That is why we believe that H. R. 12 
is a sound approach to this problem. That is why we support 90-per- 
cent parity in opposition to the flexible price support of 75 percent 
because we believe that all American farmers are entitled to that 
measure of protection and economic justice and because we believe 
that their future is inseparably tied together with the future of all of 
the other people in America. 

Mr. AnpresENn. May I ask him a question if he is through ? 

The Cuarrman. Have you concluded your statement ? 

Mr. Revruer. That is right, I have concluded. 

The Cuarrman. As chairman of the committee, I would like to say 
that “ think you have just made one of the best speeches I have ever 
hear 

I want to compliment you highly for your presentation. I regret 
that it was not possible for every Member of both Houses of Congress 
to have heard your speech. I earnestly hope that every Member of 
Congress will read it, and will consider it in the same spirit in which 
you have presented it. 

I especially regret that the president of the greatest farm organiza- 
tion on earth could not have been here this morning to have heard the 
speech that you have made on behalf of the farmers of our great 
country. 

I know that the members of this committee have enjoyed your pre- 
sentation and I hope that it will be read throughout the length and 
breadth of the farming areas of our vast Republic. 
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We have had many farm leaders appear before this committee 
during the 20 years that I have served the committee and I want to 
say that not one of them has surpassed you in the presentation of the 
farmer’s cause. 

I agree with the sentiment that you have expressed and on behalf 
of the committee, myself particularly, I want to thank you for coming 
here and giving us the benefit of your views. 

Mr. Revruer. That is very kind of you, Mr. Chairman. I ap- 
preciate it. 

The Cuarrman. I yield to Mr. Andresen. 

Mr. ANnpRESEN. I was glad to hear your statement. I cannot say 
that I disagree with many of the things that you have said. You 
have proposed that we find a solution to make this thing work. 

Mr. Revtuer. Right. 

Mr. ANDRESEN. We, on this committee, of course, believe that we 
must have a prosperous agriculture in order to have a prosperous 
economy in the entire country. You have subscribed in part at least 
to that philosophy. You have also touched on the prosperity of in- 
dustrial workers and workers generally and consumers. 

I happen to have a problem in my hometown that I want to mention 
to you because we have a union there—a CIO union of pottery workers, 
in my hometown—numbering I think at least 400 where they have 
large buyers of agricultural commodities, produced in that area and 
also of industrial commodities. 

They face a problem of being put out of business because of cheap 
competitive imports from Japan. They were put out of business for 
several months before. 

Their workers, I think, receive an average wage of between $1.25 
and $1.75 an hour, and they find it impossible to compete with wages 
paid in 9 of 14 and 15 cents an hour for the same type of work. 

I know that it is not my disposition to liquidate those pottery work- 
ers and workers in other plants who are good buyers of both indus- 
trial and agricultural food products. 

Mr. Reuther, just what is the position that your organization has 
taken with reference to a problem of that kind ? 

Mr. Revutuer. I am very happy to tell you our point of view on this 
matter. 

To begin with, we have supported all of these years the Reciprocal 
Trade Agreements. We supported the Randall Commission report. 
A criticism that the CIO member of that Commission made was that 
it did not go far enough in the right direction. I think that we need 
to understand that free trade is a two-way street, that you cannot 
expect to sell things to people unless you are prepared to buy things 
from them. That is the nature of this problem. Unless the free world 
works out a more satisfactory means by which you can stimulate 
industrial production and agricultural production and exchange of 
commodities between the free nations of the world, our failure to do 
that will drive some of these nations into the arms of the Communists 
because they will be compelled economically as a matter of survival 
to deal with the Communists. 

You just cannot say to a country, “Well, we want to be your ally 
in the free world. e want you to stand up and fight shoulder to 
shoulder with us against the forces of communism, but we cannot buy 
any of your goods and you can’t sell them to the Communists, either.” 
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Either we find a way to exchange goods or else. There is the 
problem. 

Mr. AnpresENn. Get to the specific problem. 

Mr. Revuruer. I am otine to your specific problem. I recognize 
that when we have a general overall policy with respect to foreign 
trade that atempts to try to encourage a maximum flow of inter- 
national trade by reducing tariff barriers, the impact is not even in 
terms of all industries. Certain industries feel a disproportionate 
and serious impact. 

What we need to do there is to find a practical approach by which we 
minimize the impact on specific, hard-hit industries and help the in- 
dustries and the workers make the transition. The cost of that is 
a great deal less in terms of the total economy than if we try to keep 
the barriers up for everything in order to protect certain industries. 

Take the Swiss watch question, which is a good point to illustrate. 

Mr. Anpresen. I happen to deal with the pottery question. That 
is something realistic. 

Mr. Revutuer. I know the economics of the Swiss watch thing. That 
is a specific situation I want to illustrate because I think untimately 
the same thing is true in terms of pottery. 

I do not have the economic facts on pottery but I do on Swiss 
watches because I dealt with that personally. 

In the case of the Swiss watch movements, during the Truman ad- 
ministratioa the question came up, “Do we increase the tariffs on Swiss 
watch movements ?” 

We wrote to the President at that time, urging that he turn down 
the proposal to increase duties on Swiss watch movements. He did 
turn it down. We urged this because we knew that for every dollar of 
Swiss watch movements that our country buys from Switzerland, we 
sell them $2 worth of things made in America. It is just that simple. 
The same thing is true with pottery. The fact is, it may hurt a given 
plant. It may hurt the workers in that plant. It may hurt the man- 
agement. But what we need to do when we are trying to work out 
overall policies for our country is to measure what is good or bad 
in terms of the total impact. If, for the overall economy it is right 
to lower tariffs, but in lowering tariffs you hurt a particular industry, 
then let us find a way to protect that industry to make the transition, 
and the workers, also, rather than to protect that one industry by keep- 
ing the barriers up all around. 

If we were writing the legislation, we would work into tariff legis- 
lation a provision that we call, for lack of a better name, “interna- 
tional fair labor standards,” in which we would say to the textile mills 
in Japan, “If you think you can continue to jeopardize the textile 
industry in America by sweating and exploiting Japanese labor”— 
the machinery is probably comparable but the difference is that they 
do not pay their workers a living wage—“then we will tell you now 
that as a part of our trade agreement next year, in order for you to 
send in a certain quota of goods, you have got to do something about 
raising your wages. The next year, in order to maintain a certain 
quota you have got to do that again.” 

In other words, you would get a competition in which you begin to 
press for improvements rather than competition in terms of who can 
cut wages the lowest. Then you are beginning to deal with this 
problem. 
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I would raise my voice very strongly to say that the answer is not 
to raise protective tariff walls to block the free flow of trade, because 
that is the surest way to pull apart the free world and to drive some of 
our allies—economically, at least—into the arms of the Communists. 

Mr. AnprEsEN. What are you going to do with these pottery work- 
ers because they cannot compete with the 14-cents-an-hour Japanese 
wages? What are you going to do with them / 

Mr. Revuruer. The answer, Congressman, is to have a full em- 
ployment economy, so that they can be absorbed into other industry, 
perhaps making higher wages than they are making in the pottery 
industry, making those things that we can make best in America and 
letting other countries make those things that they can make best. 

Mr. Anpresen. Then you would close down that pottery plant and 
transfer those workers over to the automotive industry ? 

Mr. Revruer. In the long run, that is exactly what happens in our 
kind of a free economic world. When we find that somebody else can 
do something better than we can do it, we get the benefit of their 
superiority in that line of production, and if we do something else 
better than they, they get the benefit of our superiority. That is how 
we make human progress. 

If we had not believed that, we would be defending the oxcart in 
America. The people who made the oxcarts finally went out of 
business because we made a better mode of transportation. And 
those who used smoke signals went out of business. We have tele- 
phones and telegraphs. That is the way we make human progress. 

Mr. Anpresen. I recognize that but that does not deal with this 
specific problem. They are competing with 14 or 15 cents an hour 
wages, and it is quite obvious they cannot continue to do that very 


long. 

Mr. Revutuer. Will you sponsor a piece of legislation? We will 
support you if the legislation will provide as a part of the trade law 
that where workers and industries are jeopardized because of the op- 
eration of the overall economic policy, provisions will be made to meet 
that problem and that they will be given some sort of a wage during 
the transition paing: when they can be relocated and retrained. We 

e 


will be down here testifying in support of that kind of bill. 

Mr. Anpresen. That is the only proposal you have—to relocate 
them to some other industry ? 

Mr. Revrner. You can keep them in that plant; find something 
else to do in that factory. 

Mr. Anpresen. The plant is closed down if Japanese pottery comes 
into this country in volume. That puts them out of business which 
they are fearful of at the present time—that they will not have any 
work to do. They own their own homes there, most of them, and it 
could be difficult to relocate in Detroit or some other community. 

Mr. Revutuer. We do not propose that they come to Detroit. We 
will leave them in Minnesota. But we will find some other thing they 
can do. 

There are plenty of things to be done in America. If you were to 
get an inventory of the unfilled needs of the American people, you 
would find there is plenty of work to be done. I propose that we find 
some way to make the transition so that we can do two things. 

Mr. Anpresen. To find some way to make the transition. You 
have not come up with a solution to that. 
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Mr. Revurner. You want an easy solution. There are no easy 
solutions. 

Mr. AnpresENn. I have another plant in mind that makes blankets, 
competing with Japan in imports where the wages paid are 15 cents 
an hour and here the workers in the plant in my district get $1 to $2 
an hour. They are being put out of business. You would treat them 
the same way. 

Mr. Revruer. I would like to say that the number of people in that 
category is relatively small, compared to the number of people in 
the industries that will benefit from trade, and that the advantage far 
outweighs the disadvantage. 

In this kind of problem you are always making a choice between 
competing values and when the value on the one hand is heavily 
weighted in the right direction, you have then to make that choice. 

Mr. Anpresen. Then you would sacrifice the smaller group in favor 
of the bigger group ¢ 

Mr. Reuruer. It should be made clear that I do not propose to 
sacrifice these people. I say that the Government is responsible, when 
national trade policies adversely affect workers and specific industries, 
to provide for protection during the transition to some other useful 
production. 

The word “sacrifice” does not come into my vocabulary there. 

Mr. Anruso. I do not wish to go into the question of the reciprocal 
treaty which we passed upon last week. 1 just want to take this 
opportunity to join you, Mr. Chairman, in commending Mr, Reuther 
for the record for his very enlightening, fair, and almost judicial 
statement. 

As a city dweller and as a representative of the consumer interests, 
IT am heartily in favor of your statement in toto. 

I will also say that it is my opinion that you represent the kind of 
union leadership which we, in America, desire so much. 

Mr. Revruer. Thank you. 

Mr. Poaee. Mr. Chairman, I would like to also express my appre- 
ciation of the statement that has been made. I think it is one of the 
best statements on the farm problem that has been made in these 
long, continued hearings on the question of farm price supports. 
I wish that some of those who are charged with the seapohaibility 
of representing farmers as a group were as diligent in their efforts 
to present the farm views as you, Mr. Reuther, have been in pre- 
senting the viewpoint and the needs of the groups where you bear a 
special responsibility. 

I only wish that our farm leaders, both in and out of the Depart- 
ment of Agriculture, might come here and give us as broad a dis- 
cussion of the farm problem as you have given us. 

You have been helpful not only to the farmers of America, but to 
the whole of America in presenting a clear picture of the basis of 
our economics. 

I think you will agree that we have a lot of danger signals at the 
present time on our economic horizon. 

Do you see a similarity as I think I see, between the present situ- 
ation and the situation that existed in the late twenties during which 
time our industries and our business enterprises moved along apace 
but farm income lagged? The stock market went up. And finally 
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we reached a point at which there was no market for the products of 
American jedeslity simply because the farmers had ceased to have 
any buying power and then we had the crash and everybody went 
down together. 

Do you fear there is any similarity between the present situation 
and that which then prevailed ? 

Mr. Revutruer. I think it can be said in all good conscience that 
there is a similarity in some respects. The similarity, I think, grows 
out of the fact that Mr. Humphrey, as the Secretary of the Treasury, 
really reflects the same basic economic philosophy and economic 
thinking, a kind of big-business banker mentality that Mr. Mellon 
reflected, this idea that you can build prosperity from the top down 
when anyone ought to understand that in a mass production economy 
you have to build it up from the bottom in terms of mass purchasing 

ower. 

I think there is similarity in the idea they have that, somehow, if 
you provide a lot of incentives and do a lot of manipulation on top, 
this will take care of those at the bottom. It will not happen that 
way at all. 

I do not think we are going to get into a major depression but that 
is not because these fellows are not doing the same sort of things as 
they did back in the early twenties. The only difference is that we 
have had 20 years of reason in Washington and we have some safety 
factors built in. If we did not have those safety factors, we could 
then have this kind of big business banker mentality getting the 
American economy into real trouble. 

I think certainly that the farmers led the parade last time we got into 
trouble. The first trouble signs developed on the American farms. 
Farmers began to lose their income, and so forth. That is precisely 
what is happening this time. The farmers are leading the parade 
again. They are on the short end of it. 

Mr. Poaer. I agree with you. I do not think that we are going to 
have another crisis like we had in 1929 for the reason, as you pointed 
out, we do have some safety factors but we can have some rather rough 
going, and it seems to me unless we change some of our economic prac- 
tices today, we are headed toward that rough going just as truly as 
we were headed toward it the last time. I hope that the fall is not as 
great. Ido not think it will be. 

That is all. 

Mr. Krne. Mr. Chairman, to get back to the farm problem I would 
like to ask Mr. Reuther a question or two. 

Mr. Reuther, you have presented an excellent thesis on economics 
with which I generally agree, a thesis which advocates the full use of 
efficiency. 

How, then, can you wholeheartedly endorse a program which piles 
up $8 billion worth of surpluses in expensive storage and holds it off 
the market and away from the people? 

Mr. Revtruer. Well, obviously, I think I made it very clear that I 
do not want to create abundance and put it in storage houses. I want 
to create abundance and get it out to the people. I want food ending 
up, not in storage—you do have to have a sufficient amount there in 
order to protect the country against a period of crop failure—but 
aside from that normal supply of grains and fibers that we need to 
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protect ourselves against that kind of contingency—I want to see the 
food gotten out into the stomachs and I want the fibers on people’s 
backs and reflected in higher living standards in terms of other things 
we use in the homes. 

Mr. Kine. You then do not necessarily approve of Government 
purchase and storage ? 

Mr. Reuruer. I believe that the Government must support the 
farmers by 90 percent minimum parity because the farmer does not 
have control over the economic factors that make for production, but 
I think you have got to work at finding a better way to get the goods 
out of the warehouses to people who need that food. 

Mr. Kina. I agree with you but as long as we have the free enter- 
prise system and the Government is going to support prices at 90 per- 
cent, the Government has to buy and store. This has its supporting 
effect upon the market, maintaining higher consumer costs, and run- 
ning us into an expense of probably a million dollars a day just for 
storage. 

Consumers on that basis pay for the program twice. They pay for 
it first in their payment of taxes—and certainly people who work pay 
all of the taxes—it does not make any difference at what point in our 
distributing system we collect those taxes, people who work pay the 
taxes and therefore pay the cost of this program. 

And again they are paying the cost in the higher consumer prices 
that are incidental to this storage plan. And the problem cannot be 
solved by spreading income to the people so that they would buy more 
food because there are practically no hungry people in this country 
today. There are more people that are eating too much than people 
eating too little, so there is practically no possibility of increasing the 
consumption of agricultural products in this country today. In in- 
dividual items, yes, that compete with other individual items, but the 
sum total of food consumed in this country today is at its maximum. 

The Cuamman. Will you yield there? I thought Mr. Reuther 
pointed out to you that the schoolchildren alone could drink up our 
milk supply. 

Mr. Kina. If they drink the milk ? 

The CHatrmMan. Yes; and they will, if it is made available to them. 

Mr. Kine. What are they not going to eat then, if they live on milk? 

The Cuarmrman. Not going toeat? It will supplement the food they 
are now eating. 

Mr. Kine. You do not really believe that children generally in this 
country are underfed, do you ? 

The Cuarrman. I certainly do. If you inquire in the country, you 
will find out yourself. 

Mr. Matruews. Will you yield tome a moment? It was my under- 
standing last year, in a very incomplete study I made, that there were 
10 million Americans who had nutritional standards that were below 
average, 

Mr. Revruer. That is right. 

Mr. Matruews. Ten million Americans. 

Mr. Kine. My statement is not to say that everybody has a perfectly 
balanced diet. Poor diet in this country is due largely to ignorance 
and not because of the lack of food, or the lack of money to buy it. 

The Cuarrman. Due to what—ignorance or money ? 
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Mr. Kina. Ignorance of the proper diet. 

Mr. Jenninos. I would like to say in my district it is not due to 
ignorance. 

Mr. Kine. They will not all be educated in dietetics. I would like 
to see the question answered. 

Mr. Revuruer. I would like to answer it. 

The Cuarrman. Go ahead and answer it. 

Mr. Revuruer. To begin with, if you will take the time to go over 
the facts that were compiled, based upon the experience of thousands 
and thousands of draft boards during the last war, you will find that 
millions of young Americans did not meet the minimum requirements 
of physical standards in order to be used in the Armed Forces because, 
as children, they did not get enough to eat. Those are medical statistics 
that nobody can challenge. 

Mr. Kine. Was that due to a shortage of food and lack of income to 
buy ¢ 

Mr. Revutuer. Due to the fact that the parents did not have the 
money to buy the food when they were growing children. The medical 
reports will show that. 

You talk about some people eating too much. I quite agree but 
if you were to make a statistical breakdown, you would find that most 
of the people who eat too much are the people who are getting most: 
of the tax relief, and the people who are eating too little are getting 
the least amount of tax relief. That is what I think is wrong. Let 
me finish. 

Mr. Kina. I would like to see where the thing ties up—dietary 
deficiencies with the lack of purchasing power—where that ties up. 

Mr. Revtuer. The statistics are there if you take the time to find 
them. We will show them to you. I will get something together, 
some of these statistics for you. 

Mr. Kine. You will show that it accounts for a possible consump- 
tion that would take care of our surpluses? 

Mr. Revutuerr. I will show you. 

Mr. Kine. Because the key question is whether increased home 
consumption can materially use up surplus. 

(The material requested was supplied by Mr. Reuther in the state- 
ment which follows :) 


SUPPLEMENTARY STATEMENT OF WALTER P. REuTHER, REGARDING THE RELATION- 
SHIP OF FaMILy INcoMEsS, Foop CONSUMPTION, AND Drerary DEFICIENCIES, AND 
POTENTIAL INCOME IN FARM SALES THROUGH RAISING FAmILy INCOME LEVELS 


It has been contended that the dietary deficiencies from which millions of 
Americans still suffer are due totally to ignorance and not to lack of purchasing 
power. 

Authoritative studies reveal that while families in all income groups often 
are inadequately informed about proper dietary needs to protect family health, 
there is a clear-cut correlation between the majority of families suffering dietary 
deficiencies and the income inadequacy of these same families. Studies of the 
United States Department of Agriculture and the Joint Congressional Com- 
mittee on the Economic Report provide authoritative information on (1) the 
total food expenditures of American families by income classification, and (2) 
the extent of dietary deficiency of American families in relation to their income 
status. 

(1) A study of food expenditures of city families according to income groups 
in 1948 has been released by the USDA. These findings are the latest available, 
and while the specific figures would be somewhat different today, the fact that 
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food consumption rises as incomes rise is irrefutably established. According 
to this study, the following facts are revealed: 


Family food 
expenditures 


Family income class: (per week) 
. 76 

-12 

22. 35 

. 03 

. 36 

. 65 

These findings reveal that the lowest income families, those earning under 
$1,000, were able to spend for food less than half the amount spent by families 
in the $3,000-$4,999 bracket and only one-third of the food expenditure of fam- 
ilies earning $7,500-$9,999. Inevitably, limited incomes restrict both the total 
quantity of food consumed by our poorer families and particularly the con- 
sumption of the more expensive and health-giving foods. 

(2) The above conclusion is statistically supported both by Special Report 
No. 2 of the Bureau of Human Nutrition and Home Economics of the USDA, 
issued in 1950, and by a report on the Dietary Adequacy of Family Food Sup- 
plies by Dr. Esther Phipard, assistant head of the Family Economics Division 
of the aforementioned Bureau. Dr. Phipard’s address was made on December 
8, 1952, before the National Food and Nutrition Institute. In discussing the 
adequacy of family diets, Dr. Phipard pointed out: 

“Among city families, the level of income is very important. The next chart 
shows the proportion of families at different income levels whose diets provided 
the quantities of protein, ascorbic acid, and calcium recommended by the 
National Research Council. You can see that the proportion of families with 
recommended amounts of these three nutrients is larger at the upper than at 
the lower end of the income scale. For example, the proportion with diets pro- 
viding recommended amounts of protein increased from about two-thirds, at low 
income levels, to almost all families in the upper income groups. The propor- 
tion with recommended amounts of ascorbic acid increased from somewhat over 
half to nearly 90 percent.” [Emphasis mine. ] 

The chart to which Dr. Phipard referred graphically shows the rise in the 
consumption of these health-giving foods as family incomes rise and is attached 
hereto. 
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It is true that a relationship between education and adequate family diets 
also exists and it is noteworthy that even higher income families are sometimes 
deficient in the consumption of calcium. However, in Special Report No. 2, 
entitled “Nutritive Content of City Diets,” the study of the Bureau of Human 
Nutrition and Home Economics referred to above, it is shown that the correla- 
tion between adequate diets and education also correlated closely with levels 
of family income. Generally speaking, the higher the educational level, the 
higher the income. 

This study also provides a clear indication of how, as family incomes rise, the 
percentage of families within each income group which have diets meeting the 
National Research Council’s recommended allowances for both total calories 
and eight specific nutrients also rises. Excerpts from this table follow: 


Adequacy of diets of urban families: Percentage of families having diets meet- 
ing the National Research oCuncil’s recommended allowances for calories and 
8 nutrients, housekeeping families of 2 or more persons in the United States, 
by annual income class, spring (April-June) 1948 


| 


Calo- | Vita 


Iron | min 
value | 


Nia- | Ascor- 
cine jbic acid 


Income class Pro- | Cal- A | Thia- | Ribo- 


mine | flavin 


| 
ries | tein rn 


| 2 
x 
+ we ii ds 
Under $1,000 70 56 | 7 ‘ ‘ | 
$1,000-$1,999._ . | oo 3 | : 4 
$5,000-$7 ,499 5 79 88 





Surely the information above, both with respect to total expenditures for food 
aut various family income levels and the facts concerning dietary deficiencies 
at the lower income levels, reveal clearly that the food deficiencies of the Ameri- 
can people primarily reflect inadequate income levels. 

In complete support of this conclusion the Joint Congressional Committee on 
the Economic Report—in its special study on Low-Income Families and Economic 
Stability—has this to say: 

“The amounts and patterns of expenditures of low-income families for food 
in addition to education, improved cooking, and so forth, suggest the importance 
of raising the income level of these families in order to provide a larger market 
for our prospective farm surpluses. The fact that families under the $2, 
level averaged about $16 per family per week for food, while families above that 
level averaged about $27, indicates that the domestic market for agricultural 
products could be greatly expanded, had the poorer groups the necessary pur- 
chasing power. With increased incomes there would also occur a shift away 
from cereals to milk, meat, vegetables, and fruit. Because the higher quality 
foods require greater overall farm processing, the increased demand would be 
felt in even greater magnitude than indicated by the average dollar expenditure 
figures cited above. Low-income city families may be looked upon from this 
point of view as a great underdeveloped market for America’s farm production” 
(p. 25). 

A recent study of the Conference on Economic Progress entitled “A National 
Prosperity Program for 1955” undertakes to estimate the impact on increased 
food consumption, farm sales, and increased farm incomes, which would result 
if the earnings of America’s lowest income families could be raised. 

In 1954, this study points out, more than 7 million family units in the United 
States had incomes below $1,000 a year. On the average these family units 
spent $280 less for food than would be required for even a minimum adequate 
diet. If even half of these families were brought up to a minimum diet, an 
additional $600 million in food expenditures would be incurred and about $250 
million would thus be added to the personal incomes of American farmers. If 
family incomes could be raised further so that not only those at the poverty level 
but low-income families generally could afford more and better food, and if we 
anticipate not merely a minimum diet but a genuinely American standard of 
diet, it is reasonable to assume that additional expenditures for food would 
increase 4 or 5 times the amount indicated above. 

While there apparently is little room for larger consumption of wheat, the 
study points out, a program to raise the consumption levels of our family units 
earning below $1,000 alone would quickly liquidate the surplus of milk and other 
dairy products and higher meat consumption would quickly drawn down the 
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existing surplus of corn. In the case of cotton, our most important fiber, a 
10 percent increase in general per capita family income—which should occur 
in about 3 years in a normally expanding economy—would increase cotton con- 
sumption by about 9 percent. 

Surely those who are charged with determining farm policy in the United 
States should look to ways and means to assure adequate consumption of the 
agricultural wealth we can produce, rather than turn to the negative alternative 
of reducing the potential output of American agriculture while millions of 
families still have inadequate diets. A positive farm program for the future, 
therefore, must embrace a tremendous effort to lift up the consumption of our 
lowest income families, for it is this potential consumption of food and fiber 
which can absorb much more of our present and future agricultural output. 

Mr. Revuruer. Malnutrition in America is economic and does not 
reflect ignorance. Show me a man who has the money to buy it and 
does not do it because he is ignorant. I do not think you will find 
many people like that. 

Mr. Kine. Lack of knowledge of balance—there is a difference. 

Mr. Reuruer. Everybody knows that milk is good for babies. You 
do not have to be very smart to know that. 

Mr. Kine. The proper relationship of milk and the rest of our 
national diet requires Sncotstes 

Mr. Reuruer. I would like to get back to the crux of your question. 
I think you have got two objec tives that we ought to try to agree on. 
I think this transcends politics—it transcends all else—whether you 
are from labor or from management or from farmers or whatnot; 
No. 1, that American farmers, because they perform an essential 
economic function in our free society but deal with economic factors 
beyond their control, have a right to expect the rest of society whom 
they serve, to carry part of the risk involved in their production 
because they cannot control the economic factors. That is No. 1. 

No. 2, the other part of this is, having done that, we ought to try 
to get the benefit of abundance to people who need it. 

The question is, If you believe in those two objectives, the mechanics 
can be worked out. And I would like to say it is an interesting thing 
that the cost to the American people, the cost to the American tax- 
payers, of this accelerated amortization program which is a big profit 
windfall for the big corporations of America, that costs the American 
taxpayers a great deal more than the total cost of the farm program. 

But it is funny, the people who fight about the farm programs al- 

ways support this kind of a program for big business. 

Mr. Anerneruy. Mr. Reuther, I did not ; have the pleasure of hear- 
ing all of your statement. I heard some of it and enjoyed what I 
heard. I shall certainly read the rest of it. I do not necessarily 
differ with you about the point that the increase in purchasing power 
would put more of these surpluses into the hands of the people—into 
the hands of the consumers. 

I want to go a step further, and have you tell me what, if anything, 
would keep the prices of the commodities and of industrial output, 
from rising when there is more purchasing power. We often find our- 
selves in a vicious cycle. When one goes up, so does the other. Some- 
times they have a tendency to balance, but most of the time they don’t 
That seems to be the problem. If more purchasing power is put into 
the hands of the people, would the prices of the things which the 
consumers have to buy necessarily go up because of this additional 
purchasing power ? 
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Mr. Reuruer. I said earlier—it is possible you were not in the room 
at the time—that really what I think we need to do in our free 
American economy is to try to maintain what I call a “dynamic ex- 
panding balance” between productive power and purchasing power. 

Mr. cientah I heard that. 

Mr. Revutruer. At the point where the thing that you say might 
happen—at the point that. that actually happens where you have got 
more purchasing power, where the demand for existing goods and 
services is greater than the ability of the economy to satisty | it, at that 
point, fighting for more purchasing power is the wrong thing to do. 

At that point we ought to try to deemphasize purchasing power and 
emphasize increasing productive capacity. 

Really what happens is that we go through cycles. You get a new 
technology like electronics, one of the newest things that came in 
some years back—you get into technology and then you have to go 
through modernizing industry to get that new idea applied to industry. 

At that point you need a great ; deal of new capital. At that point 
you ought to put great emphasis on creating new capital to reflect that 
new technological idea. When you gét all of these new factories and 
new machines with the electronics built into them, at that point you 
have increased your productive power a great deal and then you have 
to emphasize the purchasing power 

On the price question, if you keep this balance, purchasing power 
will not create inflationary measures on the price structure. 

The other thing you have got to remember is that, if, in the Ford 
Motor Co., we automate an engine plant and 1 worker in that plant does 
the work of 20 workers, even though you double his pay, the cost of 
that item has been greatly reduced. Why? Because of efficiency and 
increased production per man-hour of work. That is where we have 
to harness thisthing. If we would use our total capacity in the fullest 
we could cut prices, raise wages at the same time, give people more for 
their money. 

Why?! Because when we have a steel capacity of 100 percent and 
only use 60 percent, the consumers are nevertheless paying on the 40 
percent we are not using, a return on the investment. If we have got 
a 12 million capacity car production and we are only using half of it, 
who do you think pays for the unused machinery? Do you think 
somebody on another planet does? The American consumers do. 

When you buy a new automobile you pay for the fact that the plant 
is only half used. That is the nature of economics. There is no eco- 
nomic Santa Claus, The consumer always winds up paying for every- 
thing. 

I say if you utilize our abundance, if you utilize our productive 
capacity to the fullest, you can constantly, with the improved tech- 
nology, with the greater efficiency and the greater productivity, raise 

wages, raise living standards and you can even cut prices. 

Mr. Azernetuy. I live among rural people. I have about 400,000 
people in my district and I assume that 300,000 of them live on the 
farms. I am one of those who believes that in the last few years we 
have put entirely too much emphasis on production. I do not favor— 
don’t misunderstand me—I am not one of those who says that we 
should not teach our farm people how to produce more and more 
because I think we should but I think the research that we have had— 
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the money we have made available to agriculture for research—that 
probably too much of it has gone toward methods of producing more 
and more when the emphasis should have been on marketing research. 

I think, if the program for a period of time were reversed and more 
emphasis put on the marketing, I believe that would have some pos- 
sibility of moving our surpluses. 

I listened to your answer. I do not know whether you exactly 
answered my question or not. I still believe and I am in favor of 
more purchasing power for my 300,000 farm people—don’t misunder- 
stand me on that—but I still believe that when you put more pur- 
chasing power in the hands of the people that the reverse of that is 
often a rise in prices. We would do all right if those who sell to 
farmers would not raise prices on us and therefore offset our increased 
purchasing power. 

The Cuarman. Except for the fact that you have an abundance 
of the things we are talking about here now, surplus will take care of 
some of the purchasing power easily. 

Mr. Reutuer. That is right. 

The Carman. In recent years we have been emphasizing pro- 
duction but you certainly do not want to lose sight of the fact that we 
have gone from one war to another. It is just a short while ago that 
we had a cessation of hostilities in Korea. The Agriculture Depart- 
ment was begging us to produce 16 million bales of cotton. We were 
emphasizing production. Now we are emphasizing control of it, to 
get it in line with consumer demand. 

Mr. Aserneruy. I am not one of those who says “Now let us with- 
draw our production technicians from Agriculture.” They are teach- 
ing our farmers how to raise more cotton and more wheat and more 
corn per acre tomorrow than he had raised today. I favor that. Of 
course I do. But I do say that equal emphasis on marketing this 
production is essential. I do not think that has been made equivalent 
to the emphasis we have been putting on production. 

Mr. Reuruer. I would agree that you ought to put greater and 
greater attention on the marketing of farm products. 

I would like to suggest you might be interested in getting some 
material on the economies of Italy and France. They have low vol- 
ume, high cost. That is why the Communists are going to take those 
countries over if we are not careful. 

Why? Because wages are low, a great deal of injustice follows. 
The Communists build their power because industry in those two 
countries has never enderatostl the genius of our kind of economy, 
high volume which makes possible low cost. You can pay high 
wages with at productivity and still keep the price of the things 
that you make relatively low. 

Mr. Lovre. I certainly want to commend you for your statement. 
I think it was a fine one. Certainly we can agree with the main objec- 
tive, the best interests of the American farmer. 

I think one point should be emphasized a little bit more. That is, 
the poor public relations now existing between the producer and the 
consumer. You touched on that but I think more emphasis should be 
placed because today I am sure that you will agree with me that in 
the eyes of many consumers and particularly in the East, in the larger 
centers, it is the farmer that is the big bad wolf—it is the farmer that 
is responsible for the high cost of living. It is the farmer who is 
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responsible for $1 or $1.10 a pound for beefsteak, and so forth. You 
know and I know that is not true. That the farmer is not responsible 
for the high cost of living today. 

My question is this: What is your organization doing about that— 
what are you going to tell your people to bring the real story of the 
farmer to your people that the farmer is not the big bad wolf, that 
he is not responsible for the high cost of living that we have today? 

The CHarrman. May I make this observation? I think you are 
doing more about it than the president of the American Farm Bureau 
Federation is doing. [ Laughter. | 

Mr. Reuter. I would like to answer that, if I may. I will see 
that every member of this committee gets a copy of the resolutions that 
we have been adopting at our national convention. There is one 
resolution adopted at the last CIO convention attached to my pre- 

ared statement. I will send you some that reflect the thinking of 
individual unions. 

Here is a pamphlet we put out. We put out almost a million copies 
of it. It shows the farmers and workers working together and ex- 
plains that the farmer is not responsible for the high cost of living. 
And if you will take an inventory of all of the labor publications and 
we put out a lot of newspapers—— 

The CuarrMan. Will you furnish one to Mr. King? 

Mr. Revutuer. I will do that. I will get it for all the members of 
the committee. 

Mr. Kine. Thank you. Iam already loaded. 

Mr. Reutuer. I would like to just make this one point. If you took 
and made a survey of all of the labor publications and read the edi- 
torials that we write about this problem, you would find that 99.9 
percent of them are explaining to the American workers that the 
farmers are not the big, bad wolf. But then if you read the editorials 
of the newspapers that support the party that Mr. Benson represents, 
you will find that they are sowing this distrust in the big cities, trying 
to pit the workers against the farmers. That is a great disservice to 
America. They ought to just lay that aside. That is dirty politics in 
my opinion. 

Mr. Kina. I do not know that the Department of Agriculture has 
done anything except to put out the facts. Do you know of any way 
that the Department of Agriculture has misrepresented the facts with 
respect to this program ? 

The CuHarrMAN. Do you want me to answer that for you? 

Mr. Kine. Yes. 

The Cuarman. If Mr. Reuther does not want to, I shall be glad to 
give the gentleman an answer. 

Mr. Revruer. I do not want to get into any interparty fight now. 
Maybe you should answer then, Mr. Chairman. have the facts 
here. 

(Mr. Reuther later requested that the following statement be in- 
serted in the record at this point :) 


SUPPLEMENTARY STATEMENT BY CIO PRESIDENT WALTER P. REUTHER 


The turn of subsequent discussion did not afford an opportunity to provide the 
committee with adequate documentation, requested by Representative King, 
concerning the charge that Secretary of Agriculture Benson has sought to set 
city workers against farmers by misrepresenting the effects of the program. 
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In this connection, I would like to direct the committee’s attention specifically 
to the words which the Secretary addressed to the Senate Agriculture Com- 
mittee on January 18, 1954, as follows: 

“At what point will the 140 million Americans who do not live on farms rise 
up—as they did in the potato fiasco of a few years ago—and demand not revision 
but outright elimination of all direct aid to agriculture?” 

Even earlier, on December 6, 1952, according to an Associated Press dispatch 
of that date from Portland, Oreg., Mr. Benson had referred to farmers in such a 
way as to disparage their achievements and raise doubts in the minds of city 
people concerning their initiative. I quote the first two paragraphs of this 
dispatch : 

“PORTLAND, OrEG., December 6.—Hzra Taft Benson, of Salt Lake City, named 
Secretary of Agriculture in the Eisenhower Cabinet, said here today he does not 
‘believe farmers want to become wards of the Government.’ 

“Referring to the subsidy program, he told a press conference that the farmers 
of the Nation ‘deserve to stand on their own feet.’ ” 

By July 30, 1953, the Secretary’s attack on his critics had become even more 
disparaging. Addressing the convention of the American Poultry and Hatchery 
Federation in Milwaukee, he called proponents of 90-percent parity-price sup- 
ports “erafty and subtle people” who “stand to gain from fearmongering.” 

These, to my mind, are clear misrepresentations. Last January, following 
Secretary Benson’s remarks before the Senate Agriculture Committeé, I ad- 
dressed a letter to the chairman of that committee, commmenting upon them. I 
believe that it bears directly upon the matter raised by Representative King, and 
I therefore include it here: 

JANUARY 21, 1954. 
Hon. GreorceE D. AIKEN, 
Chairman, Senate Committee on Agriculture and Forestry, 
Senate Office Building, Washington, D. C. 

DeEAR SENATOR AIKEN: We denounce Secretary of Agriculture Benson’s attempt 
to incite city workers against farmers and farmers against city workers by falsely 
stating that city workers are opposed to price supports for farm products. 

Having pursued a virtually do-nothing policy for the past year when farm 
surpluses, so-called, were piling up to $514 billion while millions of people have 
gone hungry in this and other countries, Secretary Benson now puts a question 
to the Senate Agriculture Committee that reeks with irresponsibility and lack 
of courage: 

“At what point will the 140 million Americans who do not live on farms rise 
up as they did in the potato fiasco of a few years ago—and demand not revision 
but outright elimination of all direct aid to agriculture?’ 

We do not believe the 140 million Americans who do not live on farms are 
now or are likely to become opposed to “all direct aid to agriculture.” 

They are aware, as specifically pointed out in the Eisenhower administration’s 
budget sent to Congress January 20, that the direct Federal money aids to busi- 
ness exceed direct aids to agriculture, including net costs of price supports. The 
business aids do not include billions in additional subsidy given business apart 
from direct appropriation. 

The Congress of Industrial Organizations has appeared at House Agriculture 
Committee hearings across the courtry in support of farm programs that will 
meet the standards proposed by House Agriculture Committee Chairman Clif- 
ford R. Hope (Republican, Kansas) : 

“1. Productivity must be maintained at a level to insure at all times (a) a 
supply of food sufficient to meet the needs of an expanding population at home 
and (b) whatever obligations this Nation may assume abroad; and 

“2. Agricultural prices must be stabilized at levels that will afford farmers 
a fair share of the national income.” 

CIO members know that the American people are now being sucked into a 
spiralling recession that is farm-led and farm-fed and that can only be checked 
and reversed by bold action. 

Creeping unemployment that began in the farm-implement plants early in 1953 
has now increased to more than 50 percent, and overall employment in the com- 
munities where these plants are located is now more than the 11 percent reported. 

Notably, in the quad cities of Moline, East Moline, Rock Island, Illinois, and 
Davenport, Iowa, where normally 55,000 men and women are employed, today 
more than 1 out of every 5 are out of work. In the 14 farm-equipment plants in 
these 4 cities, more than 17,000 production and maintenance workers are normally 
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employed. Today, only half are on the payroll, many downgraded to jobs paying 
40 cents an hour less than they were making a year ago. 

We know that the 16 percent drop in prices paid to farmers in the past 2 years 
and the $2.1 billion drop in net farm income, amounting to 14 percent, while the 
consumer price index rose from 112 to 114, have not only depressed the market for 
farm implements, automobiles, and trucks, but likewise, have shrunk the markets 
for other products all across the industrial map. And this shrinkage has, in turn, 
resulted in cutbacks, shutdowns, layoffs, and short time that further shrink pur- 
chasing power for both manufactured goods and farm products. We know that 
uncertainty and fear about future farm programs are making farmers postpone 
buying, even when they have funds, as proved by a transfer, during 1953, of 
$500 million from farmers’ checking to savings accounts or bonds. 

We want the members of the Senate and House Agriculture Committees and 
every Member of both Houses to know that we shall not be split away from and 
put in opposition to the working farm families of America. 

As set forth in resolution 30, adopted at the CIO’s 1953 convention, we shall 
support the development of farm programs that will insure continued abundant 
production and, at the same time, put adequate floors under the incomes received 
by these families for producing that abundance. 

We suggest that, instead of trying to set American citizens at each other’s 
throats, as Secretary Benson is attempting to do, the Eisenhower administration 
quickly address itself to this simple proposition : 

That food is grown to be eaten and fibers are grown to be worn and used ; 

That those who produce the foods and fibers should not be penalized for abun- 
dant production, but must be assured adequate incomes ; 

That consumption should be increased by bringing about, through investigation, 
exposure and, if necessary, antitrust prosecutions, reductions in exorbitant 
markups of food prices from the time they leave the farm gate to the time they 
arrive at the retail counter; 

That so-called surplus foods and fibers should be moved into consumption and 
use within this country and abroad by methods that will strengthen, not weaken, 
our own and our allies’ economies. 

Bushels of wheat, gallons of milk, sides of meat, and bales of cotton are the 
cheapest and most effective munitions that can be used here at home and in the 
worldwide fight to strengthen freedom against the open and concealed attempts 
at totalitarian infiltration, subversion, and aggression. 

Sincerely yours, 
WALTER P. REUTHER, President. 


Mr. Kine. Do you have quotations that show Mr. Benson has mis- 
represented anything ? 

r. Revruer. I think there is no question ‘about it. Any citizen 
of the United States who knows that 2 times 2 makes 4 politically 
knows that the Secretary of Agriculture has deliberately, consciously, 
and willfully attempted to defend his farm program on the basis that 
the people in the city were in a state of revolt and therefore, we had 
to appease the people in the city, because they will not go along with 
continued subsidies. 

Mr. Kine. You are not quoting the Secretary, you are quoting 
yourself. 

Mr. Reurner. I am saying that everyone who knows anything, 
knows he has been trying to do that. 

Mr. Kina. I do not know that. 

Mr. Revruer. Chairman Hope, the gentleman who was the chair- 
man of this committee last year, I believe, a Republican, said the 
same thing and I will read what hesaid. This is out of the newspaper. 

The Cuarrman. Let him read it. 

Mr. Kina. I have heard what Mr. Hope says about it. I want 
you to quote Mr. Benson to substantiate your charge of misrepre- 
sentation. 

Mr. Revruenr. I figure that the Republican chairman of the House 
Agriculture Committee ought to know what the Republican Secre- 
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tary of Agriculture is saying. I think that is a reasonable assump- 
tion, that the chairman of that committee would know. This is what 
Chairman Hope of Kansas of the Agricultural Committee said: 

Secretary of Agriculture Benson has been making misleading statements on 
the effect of continued high price supports. 

Then he goes on: No question about it. He is trying to develop 
this whole idea—and if you have not read his speech, I will get you 
copies of his speeches, too. 

fr. Krng. I have read his speeches. 

Mr. Revrner. You are reading the wrong ones, 

Mr. King. You are not quoting Mr. Benson. Actually, why do 
you object to the facts about the cost of this program and the effects 
upon the retail prices going out to your membership? Why shouldn’t 
you = snteroatens in knowing what this farm program is costing your 

eople ? 
. Mr. Revuruer. I am interested. I do know what it costs—what it 
is costing. 

Mr. Kine. You do not believe it is costing them anything? 

Mr. Revruer. Of course it is costing them something. I said that 
the consumers pay for everything. But I am saying what it costs 
them compared to the need for giving farmers protection and farmers 
equity in America is a small cost. It is costing them a whole lot less 
than what the accelerated amortization program is costing them. 
Can you deny that? 

Mr. Krna. I think it is costing them a lot more than it should cost. 

Mr. Revuruer. That is not the question, though. 

Mr. Kine. Not in comparison with other costs at all. It is not that. 


In the first place, the program eventually will do the farmers no good. 
It has created a lot of inefficiency in our economic scheme which is pure 
waste to the consumers and the farmers altogether. You believe, ac- 
cording to your analysis of the pottery problem, in freer trade and the 
necessity, in our competitive system of oe shifting employment 


when competition makes one class of employment poor. In other 
words, a freer exchange in our free-enterprise system extended world- 
wide. Why, then, do you advocate a farm program that definitely 
restricts the free movement of our products into channels of trade? 

Mr. Reuruer. Because farmers deal with economic factors over 
which they and no one else have control. They are in an economic 
society that has to protect them against the contingencies of disaster 
because of those uncontrolled factors. 

Mr. Kine. That isn’t so, except as the length of the production cycle 
may be longer. 

Mr. Reuruer. That is the difference, you see, because you can stop 
making automobiles any time that the management makes a decision. 
You just stop. 

Mr. Kine. Right. 

Mr. Reurner. When you plant a crop of wheat or corn or go to 
raise some hogs, you cannot press a button and say, we will just stop the 
sun from shining and the leaves will quit falling and then next year we 
will press the button again, 

Mr. Kine. The time of decision comes at the end of every season. 
Then you have that same privilege and by necessity you may have to 
reduce your production—— 
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Mr. Revrner. The point is that when a farmer makes a decision 
even though he looks at the overall market with respect to the com- 
modities he is going to produce and he says, O. K., I can reduce my 
acreage, or I can breed less sheep, or I can do something else, the fact 
remains that when he makes that decision, he still does not know what 
he is going to produce because he cannot know about the uncontrolled 
economic factors. General Motors knows exactly how many Chevro- 
lets they can make if they want to make them. 

Mr. Kine. Sure. 

Mr. Reutuer. The point is that—will you allow me to finish !—we 
do not think that this, the agricultural program that we are support- 
ing, which is reflected by H. R. 12, that it is perfect. We say until 
something better comes along, we are going to support that because 
that is the best thing that has come along to date to protect the Ameri- 
can farmers. 

You people have the responsibility ; sit down and figure out a better 
way to do it. As long as you protect the farmers’ equity and try to 
assure that the country will have an abundance of food and fiber, we 
will come over here and support the legislation. 

Mr. Kina. Basically what you are saying is that the free-enterprise 
system will not work in any line where there are uncontrollable varia- 
bles. That is not so in farming or in any other line. There are many 
other lines that have those uncontrollable variables. 

Mr. RevutHer. Wait a minute. What I am saying is that in those 
ureas of our economic activity that are essential to the well-being of 
our country and progress of our people, that the whole of society 
has to be prepared to carry part of the cost if the economic factors 
in that effort are uncontrollable. 

If it were something we did not need, we could just say to the 
fellows, run your risk or don’t do it. We need the food and fiber. 
So I believe that until we can find a better way to do it, we must take 
this plan under H. R. 12. I think there is a better way probably. 
1 do not think we have perfection. Until that day, we support the 
90-percent parity because it is the best thing that has come along to 
protect the equity of the American farmers in our opinion. 

Mr. Krne. You are very much interested in the welfare of the farm- 
er and so am I, and all of us. It is only a question of methods. Do 
vou have such great sympathy for the farmers because you think that 
farmers are the poor segment of our society? Do you know that the 
net. worth of the average farmer is much higher than the net worth 
of the average member of the CIO? 

Mr. Revtuer. I also know that more and more and more the little 
farmers are being crowded off the land and more and more and more 
we are getting industrial farming. 

Mr. Kina. According to your thesis, you would not want to stop 
that trend ? 

Mr. Revruer. I certainly would not want the Government. to 
encourage it. 

Mr. Kine. The Government does not subsidize it. 

Mr. Lovee. I am happy that you are trying to bring the real sto 
of the farmer to our people—your people and our people—but I thi 
there is still much more that can be done along that line. Since you 
have merged with the AFL, I think you will have roughly 14 or 15 
million people—— 
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Mr. RevurHer. We have not merged yet. We are in the process of 
trying to merge. 

Mr. Lover. I really think, if you put your shoulders to the wheel 
on this and honestly and sincerely try to bring this story to your 
people, that it can be done. 

Mr. Reutuer, I can promise that we are going to do all we can and 
I think you are right, more on that order should be done and I think 
we ought to do more in that direction. 

Mr. Lovre. It has bothered me considerably because I come from 
strictly an agricultural state and I have been amazed at the unin- 
formed consumers that we have. 

They all blame the farmers for this and that. When, in truth, the 
farmer is not to blame. 

Mr. Reutner. If we could work out a reciprocal trade agreement 
with the American farm organizations and their public relations 
where we would give them in every issue of our publications a full page 
in which they state the farmers’ problems and they would give us a full 
page in their publications, I think that would be mutually helpful. 

Mr. Loves. Being that you think so much of merging for the best 
interests of the working people, it could be for no other purpose. I do 
not disagree with you. I am wondering whether you would recom- 
mend to our three major organizations that they do the same thing? 

Mr. Revuruer. That is their business. I am handling one problem 
now. Frankly, that is enough to keep a man busy. 

The Cuarrman. Mrs. Knutson? 

Mrs. Knurson. Your vision is tremendous. You are to be com- 
mended. I think it is very refreshing and challenging, and I hope 
we have the capacity and the good sense to help you put it in motion. 
I have one question I would like to ask you. 

Farmers are being persuaded that compliance with acreage restric- 
tions and marketing quotas—the relations are being administered in 
almost a punitive way. ‘Too high prices to pay for the price support 
program. 

Has union labor ever been confronted with a situation where at- 
tempts have been made to persuade them to abandon protection ? 

Mr. Reutruer. Well, people have made efforts at it. They have not 
been very successful. We have been fighting to get more protection. 
I personally think that that is exactly why we are in sympathy with 
the right of the American farmers to be protected. 

Mr. Kine. I understood from your discourse on the expansion of 
world trade that you, as one of the great labor leaders of the country, 
were advocating lowering the protection. 

Mr. Revruer. I would not stay in business very long if I did; cer- 
tainly not. 

Mr. Jenntnos. First, I want to make some observations here that 
are leading to a question. That is the observation that I think was 
made by Mr. King. 

Is it necessary for the Government to stay in the business of storing 
surpluses, or could we devise a plan that would get these surpluses 
into the hands of the consumer and support the farmer in the differ- 
ence between the market price and his economy and the overall econ- 
omy, and could we be better off by passing this savings in the storage 
to the farmer and the consumer and the support program ? 





PRICE SUPPORTS FOR BASIC COMMODITIES 307 


Mr. Revruer. I think that is really a problem that you people have 
to wrestle with here. I do not pretend to be an authority on farm 
problems. I do believe, No. 1, that the farmers are entitled to pro- 
tection, and No. 2, that we have to be certain that we have an ade- 
quate supply of food and fibers. I think, if you do those two things 
and you people work at this thing, you will find a way to meet the 
problem you talk about. 

I have got some ideas but I do not think I have a right to propose 
ideas on these things because this is not my field. I came here this 
morning, not to pose as an expert on farm problems, but just to reflect 
the sympathetic support we have as workers, for farmers. 

Mr Jennings. Well, I have a plan of my own. I was just trying 
to — that. 

fr. Revruer. I am glad to know you are working on it. 

Mr. Jennines. There is one thing that I would like to comment on. 
That is on your observation about passing on to the workers in the 
foreign countries some of the profits of their labors. I think that is 
the key to the whole trade agreement. 

I would like to see that worked out so that we can tell them, these 
barons who are making the money in the foreign countries as a result 
of the laborer, that in order to trade with us, they are going to have 
to pay, to pass the profits on down to their laboring people that are 
making the money rather than raising their costs or profits more, 
because when we go into this trade program that we are talking about, 
if they are going to profit—those barons and profit kings are going 
to profit rather than the laboring man—if we can write into our tariff 
and trade agreements that it has to be passed on down to the laboring 
man, we are going to save those individuals from Communism—be- 
cause they are going to share in it. 

I would like the gentleman to comment on that aspect because | 
agree with that entirely. I would like to see it pushed to the nth 
degree. 

Mr. Jounson. I want to commend him on his statement. In fact, I 
have heard the same idea that you gave us here today given to us by 
Senator Robert M. La Follette, Jr. 

I want to ask a question in line with Mr. Lovre’s question. 

We worry so much about labor misunderstanding the farmers’ prob- 
lem. Don’t you think that the farmer has been sold a bill of goods 
many times that all of his troubles are because of high labor costs, 
that it comes about because of the laboring man delivering the milk 
for instance, and getting all of the difference? A lot of people in 
the country have been misled the same way as we claim the people in 
the city have been missold. 

Mr. Revruer. I think there is no question about it, that a very 
vicious and a very effective job has been done trying to poison the minds 
of the average farmer against the American laborer. I think that 
they have tried to make it look as though every American labor leader 
has horns and that we are just a narrow, selfish group, trying to get 
more and more at the expense of our neighbors. 

And I think there has been a steady diet of this kind of propaganda 
going out. They have boilerplate editorials that run in the little 
county papers and they keep pouring out. 

This is also a part of this disservice of dividing America. I think, 
if you could sit down—I have attended a number of farm conferences— 
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where you have an opportunity to talk to farm people about their 
problems and about the problems of people in the city, you will find 
that we all have the same hopes and aspirations, we all dream about 
a better tomorrow for our kids and I think at the point where we 
just quit trying to divide people and try to get people together and 
try to understand our mutual problems, then we will make a stronger 
America, and we are going to find the answers to these problems 
together. 

That is why I wish we couJd get access to 1 page in every farm 
publication—1 page in the Farm Bureau publications each month, 
and we will give them a full page in the CIO paper every month. 

They can talk about their problems. We will talk about ours. That 
will build more good will and more understanding and out of that 
understanding America will be able to go ahead together. 

Mr. Jounson. You mentioned one other point in your talk about 
what is happening in the plants, the plants are being modernized so 
that they are automatic. Are those costs that they are cutting down, 
are they being passed on to the consumer to increase consumption or 
is the manufacturer keeping those profits? 

Mr. Revruer. I think some of the benefit of advancing technology 
is being passed on to the consumer. Maybe not always in a lower price 
but may be in a better product. 

But the problem is that not enough of it is being passed on. That is 
why we get out of balance. This is not a matter of whether manage- 
ment is good or bad. It is a matter of what makes economic sense. 

Mr. Jounson. The third question I wanted to ask you, think you 
have probably answered it. I wanted to get it more specific. 

You are not supporting this 90 percent of parity because you think 
it is a panacea, but you think it is the best we can do. Your idea in 
supporting it is, you think that the farmer is getting closer to 100 
percent of parity so that he comes out even, that would be your reason 
for supporting it ? 

Mr. Revtner. That is right. We support the 90 percent parity in 
opposition to the 75 percent, not because we think it is perfect or that 
it is a panacea or the answer to all of our problems. We believe it is 
the best proposal that has been advanced to date. We think that the 
pooneen should be studied further. Ifa better way of doing it can be 
ound, we will support the better way. 

Mr. Marruews. I certainly have, like my colleagues, enjoyed your 
talk. I think that is unanimous. I do not think anybody disagrees 
with that. 

I particularly appreciate the statesmanlike approach that you had 
when you discussed the problem of reallocation of industry. The 
gentleman from Minnesota, has a very peculiar problem with the pot- 
tery industry. You pointed out the overall problem is what we are 
going to do about Japan. If we will have another war, we will lose 
literally billions of dollars. The problem of reallocation is one that 
has concerned me tremendously. I think for example our Govern- 
ment has not begun to do enough in the coal-mining field to see about 
this problem of reallocation. And then that brings me specifically to 
this H. R. 12, the 90 percent support price program that we are 
talking about and I think that gets into this problem of reallocation. 
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One of my colleagues on the committee talked about the good con- 
dition of the farmers, and I am proud that the farmers in his district 
are in such good condition. They are not way down in Florida in the 
eighth district. 

In two of my counties the gross income of the farmer families is 
about $2,000 a year. Out of that they have to pay for the machinery 
they buy and everything. I have listened to the arguments about this 
bill and I have come to the conclusion that Mr. Benson’s program is a 
flexible program, but I fear it just flexes down against the best in- 
we of the farmer. That is the only thing I have been able to see 
so far. 

I believe you would agree with me that you think that this pro- 
gram is a pretty good program to keep the farmers’ prices up and be 
fair to the consumer, and at the same time keep these little farmers 
on the farm. Don’t you believe it would add somewhat to our problems 
if we had to reallocate our small farmer now from their little farms and 
if we had to take care of them in certain industrial areas where we 
already have a problem ? 

Mr. Revutuer. I quite agree that certainly would be—H. R. 12 is the 
best thing that is now before us. That is why we support it. 

If vou hid any sizable displacement of farmers at this point, I do 
not know where they would go other than to swell the ranks of tha 
unemployed. In some of the big cities they have changed their wel- 
fare laws so that you have to be there 12 months before you can get 
any relief. It has been said that there are a lot of people moving 
back on the farms because they cannot make out in the city. 

If we had a situation where we squeezed out a lot of small farmers 
at this point, and dumped the people into the city, we would compound 
the economic problems of these big cities and create a great deal of 
human hardship. 

Mr. Jones. I am sorry our colleague from Minnesota is not here. 
I want to make one comment. 

If it had not been possible for us to make this transition from the 
farm to the industrial centers, we never would have been able to have 
met the production program that enabled us to make progress here in 
America and to win the war. Also I would like to say, if it had not 
been for the industrial centers furnishing us the mechanical devices 
we have, that it would be impossible today with our population to 
feed all of the mules and horses that have been displaced and at the 
same time to feed the people. We would not have had any surplus of 
food products. Rather than the criticism which the gentleman from 
Minnesota has given there, it is the fact that here in America we 
have not only been able to make that transition in a most successful 
way, but as you have pointed out, that on this overall picture, that we 
are still faced with the necessity of making further adjustments, but 
I think that we have also demonstrated our capacity for doing that. 

I would like to take this opportunity to commend you for the 
spirit in which your organization has gone about trying to coordinate 
the problems that we have. I think it would be a fine thing if your 
organization and our farm organizations could have a mutual under- 
standing in disseminating this information. I think you have gone 
a long way in trying to do that. I think it is unfortunate that we 
do have the misunderstanding in many of our rural communities 
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about what this problem is. I must admit that it does exist. I thank 
you for your appearance here this morning. 

Mr. Anruso. You have mentioned something this morning of vast 
importance, yet I have not heard any comments about it. I wonder 
whether we have escaped the thing, or whether we are just going to 
agree about it and say no more. 

You spoke about the fear of abundance. You spoke about remov- 
ing that fear in parts of the world, and you also spoke about the 
negative approach to the great problem of peace and war and the 
question of communism and you called the negative approach the 
military approach. 

I quite agree with you. May I ask you, Mr. Reuther, whether you 
favor giving or working out some arrangement of letting starving 
people in the rest of the world have some of our vast surplus? 

Mr. Reuruer. I believe that if we used our food surpluses as a part 
of a long-range economic offensive against the forces of communism, 
in which we would work out programs and agreements with other 
countries, underdeveloped countries, whereby after they get on their 
feet with our help and they would develop their resources, we could 
then get access to certain minerals that they have, that while we 
would make investments in terms of surplus goods at the present time, 
in the long pull, the free world would be stronger and we would get 
tive things we have done against communism. 

Mr. Anruso. One more question and I am through. 

You also spoke about this negative approach, the military approach 
to our entire world situation. Do you recall that some time ago we 
conducted an airlift to East Germany, and East Germany is com- 
munistic? You approved of that, did you not? 

Mr. Revrner. The Berlin airlift? 

Mr. Anruso. Yes. Do you think that did a great deal of good from 
a propaganda point of view and also from a humanitarian point of 
view ¢ 

Mr. Reutuer. I think psychologically it was one of the most effec- 
tive things we have done against communism. 

Mr. Anruso. Would you go a little further? I would like to have 
you consider this because I am very vitally concerned with this, 
would you go so far as to say a means of propaganda conveying a 
message to the people who are opposed to us, that we are really their 
friends, by giving some of this surplus to people beyond the Iron 
Curtain ? 

Mr. Reuruer. Well, I would want to begin first of all by helping 
people who are as yet not behind the Lron Curtain or the Bamboo 
Curtain. I think, as the phychological offensive began to roll, you 
could also make gestures even to countries behind the Iron Curtain 
when the psychological minute to time might arrive. 

The thing you have to remember is that the first victims of com- 
munism were the Russians themselves. Ultimately we have to try to 
make people-to-people contact—while the Kremlin may be hiding be- 
hind an Iron Curtain we have to keep trying to reach the Russian 
people because the Russian people are just like people everywhere 
else. They believe in the:same things we believe in except they do 
not have a chance to achieve it themselves because of the dictatorship 
there. 
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I think anything that can be done to build contact between our 
peoples, to demonstrate that we are not a nation run by Wall Street 
imperialists, that we are not warmongers, just a nation of free people 
who want to do the decent, human things that other people want to 
do, all of those things in the long run will pay us tremendous divi- 
dends by making our position that much stronger in the world. 

Mr. Anruso. You have just expressed exactly what I have been 
advocating, the people-to-people approach. 

I hope you read the editorial a few days ago in the New York Daily 
News commending me for that people-to-people approach. 

Thank you. 

The CuHarrman. We recognize Mr. Hagen. 

Mr. Haagen. I have a few brief questions. 

I want to commend Mr. Reuther on his very forthright and helpful 
statement. 1 first refer to page 9 of your printed statement where 
you say that the cost to the Government of storing these foods has 
been less than the cost of storing stockpiles of rubber, tin and other 
reserves for armament. 

I was wondering whether you would submit for the records the sta- 
tistics that justify that conclusion. 

Mr. Revruer. I will be very glad to submit for the records the sta- 
tistical data that led us to these conclusions. 

Mr. Hagen. You could give that to the reporter. 

Mr. Reutuer. We could get those together. 

(The information requested was later supplied by Mr. Reuther as 
follows :) 


STATEMENT ON RELATIVE Costs oF FarM Price Support OPERATIONS AND THE 
STOCKPILING OF STRATEGIC MATERIALS FOR NATIONAL DEFENSE 


In its Report No. 1927 accompanying the farm bill of 1954, the House Agricul- 
ture Committee dealt with the “misconception” that agriculture is subsidized to 
a greater extent than other segments of the economy. The committee pointed 
out that “the subsidy is the oldest economic principle written in the laws of the 
United States,” and continued: 

“Only recently has it been used to any appreciable extent to protect agriculture. 
The first Congress in 1789 set up the principle to encourage the development of 
an American merchant fleet. Many billions in subsidies have gone to business 
and industry. A House Appropriations Subcommittee in January 1954 published 
figures indicating subsidies amounting to $45,662,835,506 for business since 
World War II, a large part of this for business reconversion payments. In con- 
trast, farm price support and surplus removal operations in the last 20 years 
have cost only $3,500 million, or 1 percent of the value of crops and livestock 
marketed.” 

The cost per year, on the average, over this 20-year period was thus $175 
million. 

Items in the Federal Budget for the stockpiling of strategic materials have 
run well over $500 million*a year. The figure in the current budget for fiscal 
1955 is $1 billion. 

It should, of course, be pointed out that the nature of the two programs is 
so different that meaningful comparison of these figures is extremely difficult, 
and the reference to their relative cost in my statement was intended only to 
convey some idea of the relatively minor expenditure for the farm price support 
program, when compared, not only to the stockpiling program but other programs 
of subsidy and investment in America’s future. 


Mr. Hacen. Question No. 2, on page 2 of the farm resolution of the 
CIO Constitutional Convention, the statement is made in that reso- 
lution that in 1950, half of all of the farmland was held in farms of 
less than 250 acres, and today there are more than one-half of the farms 
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in 500-acres or more and 42 percent of the farms are more than 1,000 
acres. 

Actually, even down to date, we have had 90 percent of parity in 
effect—isn’t the possible conclusion that maybe the villian in this deed 
is this 90 percent of parity ¢ 

Mr. Revruer. I would think not. 

I think that under the sliding-seale system that you will accelerate 
this process. 

Mr. Hacen. What is your answer to the fact that this has been oc- 
curring under 90 percent of parity ¢ 

Mr. Revuruer. Well, my answer would be a general. one, that we 
have failed to gear the abundance of the farms and the abundance of 
the factories to the basic unfilled needs of the American people. Until 
we do that, we have not got an answer. 

The Cuarrman. It is a further fact that we were encouraged to 
build up this abundance and that encouragement was given to us up 
to the time there was a cessation of hostilities in Korea. 

Now they expect agriculture to dissipate this surplus and bring 
about a stabilization between production and demand. They are not 
willing to give us time to do it; 38 million acres of idle land on the 
market—think of that, now. That shows what our production poten- 
tial is. 

Mr. Hagen. It would be my general conclusion that a mere 90 per- 
cent of parity without great restrictions has a tendency to encourage 
this thing, that this resolution refers to. I wanted to get Mr. Reuther’s 
opinion in regard to that. 

Mr. Reutuer. We disagree with you on that. 

Mr. Hagen. No. 3, it is stated on page 2 of the same resolution, that 
the CIO believes that the Patman proposal will generate more con- 
sumption through lower prices. In your statement you accuse the 
Secretary of Agriculture, the Republican Secretary of Agriculture, 
of deliberately seeking to lower farm prices, and yet in this statement 
and the resolution of your convention, there appears to be an advocacy 
of lower farm prices. 

There are some basis inconsistencies between your charge and the 
CIO resolution and I would appreciate your comment thereon, 

Mr. Reutuer. I do not think there is any inconsistency there. We 
are perfectly willing to support 90 percent parity as of now because 
we believe that is the most effective way to protect the equity of the 
American farmers. If a better way could be found to protect their 
equity and still bring about lower food prices, we are in favor of that. 

The two things are not necessarily in conflict with each other. 

Mr. Hagen. Basically, you are—your organization is an advocate 
of lower food prices, is not that right? 

Mr. Revutuer. No, we have not been advocating lower food prices. 
We have been criticizing the fact that the American farmers are get- 
ting a smaller and smaller portion of the American consumer’s food 
dollar. And that the processors are getting a larger percentage of it. 

I have been making speeches in which I have been saying that it is 
obviously more profitable to milk a dairy farmer than a dairy cow. 
That is what we have been saying. 

Mr. Hacen. Your organization is interested in, not farm per unit 
prices but total farm income. You believe that with lower prices, you 
would have greater consumption and greater income? 





PRICE SUPPORTS FOR BASIC COMMODITIES 313 


Mr. Revruer. Ultimately high-volume production and consumption 
makes for lower prices in every aspect of our country. 

Mr. Hacen. I think you are being a little difficult with the Secretary 
of Agriculture. 

Mr. Revutuer. I think he is being very difficult on the farmers of 
America. 

Mr. Hacen. One final question : There is a lot of talk about this cost 
price squeeze in agriculture. There is a lot of concern about the fact 
that the farmer is getting a lower percentage of the dollar spent by 
the consumer for food and fibers. I suspect that, if a real aealy were 
made, it would be discovered that a large part of this differential is 
taken up by increased labor costs along the line, after the product 
leaves the farm. What would be your answer to such a finding? Or 
do you think that might be the finding, but if it were, what would be 
your answer to that ? 

Mr. Revtuer. I do not think that the economic facts support that 
conclusion. The economic facts or data available on that are very 
inconclusive. I do not think that is the case because I know some- 
thing about the economics of the agricultural implement industry. 
We do bargaining there. I know something about the economics of 
the automotive industry, and I say with the technological progress we 
are making, with the tremendous increase in labor productivity, that 
if the consumers got the benefit of that—the increased wage cost 
would not justify the price structure that presently exists. 

Mr. Hacen. In other words, you are of the present opinion that this 
differential in what the farmer gets now out of the food dollar com- 
pared to what he used to get is not due to increased labor costs in the 
processing, handling, and so forth ? 

Mr. Revutuer. There have been increased labor costs; there also has 
been tremendous progress made in food packaging and things like that. 
I think if the industry attempted to give the consumer the benefit, 
the consumers’ proper share of the benefit of the advancing tech- 
nology, that would more than have offset the increase in wages. 

Mr. Hacen. What element in this chain from the farm to the con- 
sumer which you would describe is the villain in that field? 

Mr. Revutuer. I do not like to use the word “villain.” I think that 
in the sharing of the consumers’ food dollar, that the farmer gets a 
disproportionately small share compared to his contributions as com- 
pared to the processor. If you want to call the processor a villain, 
that is quite agreeable with me. 

Mr. Hacen. You put the onus on the processor. 

Mr. Revruer. I think that the essential shift in the division of con- 
sumers’ food dollar in which the farmer is getting a smaller and 
smaller percentage—I think he gets 42 percent currently—most of 
that, I believe, is the reflection of the fact that the processor is getting 
a disproportionately large share. I believe that the technological 
changes in the processing industry would more than offset increases 
in wages. Therefore, that is not the answer to it. 

Mr. Hagen. Do you have any statistical data on that? 

Mr. Revruer. I said the economic data on that is very limited and 
very inconclusive. But based upon the knowledge of other industries, 
I think that conclusion that I have is correct where we do have ade- 
quate data. 
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Mr. Hacen. Do you think it would be worthwhile for this committee 
to study this fact that the farmer is sharing an increasingly small 
proportion of the consumers’ food dollar? 

Mr. Reuruer. We have supported such studies and I think that any 
study that will bring to the surface the basic economic facts so that 
we can at least know what the facts are, would be helpful. 

Mr. Jonson. Have you, for the record, any seat that your 
organization has worked out on the amount of labor in a farm 
tractor—things like that? 

Mr. Reuruer. We could get a lot of economic data if the committee 
is interested. 

The CuatrMan. We have gone overtime now. We will have to 
adjourn shortly. First I want to ask permission, without objection, 
to include statements in the record submitted by Members of the 
Congress, and also such statement as may be submitted by the president 
of the AFL. 

(The statements of Mr. Preston, Mr. Aspinall, Mr. Wickersham, 
Mr. Brown, Mr. Metcalf, the president of the AFL, and others fol- 
low :) 


STATEMENT OF HON. VIcToR WICKERSHAM, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF OKLAHOMA 


GOVERNMENT PRICES SUPPORTS ON BASIC FARM CROPS 


It is my considered opinion that the 90 percent of parity formula be resumed 
as the official policy of the United States Government in its suppert of all basic 
farm commodities. 

The 90 percent formula has been established as the correct and successful an- 
swer to the question of how to assure a fair and just return to the American 
farmer over years of practical application. All else is experimental in nature, 

It is an axiom of universal acceptance that our economy as a nation is de- 
pendent upon our agricultural economy. We, as a nation, know prosperity or 
adversity in direct relationship to how our farmers know prosperity or adversity. 
The formula which sustains American agriculture is the same formula which 
sustains America. 

I am no foe of the proper use of experimentation. I am an implacable foe 
of the improper use of experimentation. These are critical times. Soviet ag- 
gression menaces us from without. Internally, we are in the throes of major 
economic and social adjustments. We cannot afford to take any steps which 
would endanger our national security. We must return to those methods, those 
formulas, which have—-by long experience—been proven to be successful. 

My stand is against all other Federal crop-support formulas, and for 90 percent 
of parity. 


STATEMENT OF HON. WAYNE N. ASPINALL, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF COLORADO 


Mr. Chairman, I appreciate the courtesy of the committee in granting to me 
this time to place before you my earnest plea for repeal of President Hisenhower’s 
sliding scale farm law. I agree fully with your plan for brief hearings. The 
attitudes of America’s farmers against sliding scale price supports has been 
repeatedly demonstrated. I am advised that published records of the past hear- 
ings of your committee make more than a 7-foot shelf of books, with overwhelm- 
ing farmer and city-consumer testimony against the sliding scale. What we need 
now is not more hearings, but action—action to repeal this questionable law 
before it goes into effect, before it pushes down farm prices still further, before it 
cuts farm income even deeper than the disastrous drops of the past 2 years. 
The Congress must -repeal this sliding scale, Mr. Chairman, before, not after, 
it has touched off a nationwide tidal wave of farm foreclosures and sheriff's 
sales. 
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While I am not irrevocably committed to any particular mathematical formula, 
I do submit that the so-called modernized parity formula should not be allowed 
to go into effect, as it will under existing law, for those commodities which it 
will severely injure. The method of calculating parity that is now used should 
be extended until such time as a new formulation can be developed that will not 
become the basis for injury and injustice to many of the Nation’s farmers. 
Parity prices are fair and flexible. They rise and fall with the changes in farm 
cost of production and the costs of farm family living. 

Parity farm prices are low, relative both to the costs of food and fiber in terms 
of human labor in other countries, and in relation to the level of income they 
enable American farm families to earn. It is my understanding that 100 per- 
cent of parity prices would enable farmers to earn about 47 percent of parity 
farm income, as defined by the Agricultural Act of 1948. 

Even more significant from the standpoint of the entire national economy, 
parity-level farm prices are essential to and consistent with the national aim for 
an expanding full employment economy. To avoid recession, we must have 
each year enough growth to provide jobs for the expanding labor force with its 
increasing productivity per man-hour. 

Farmers sell at wholesale and buy at retail. They have no way to fix, and 
little influence in setting, the prices they have to pay, and little or none in 
establishing the prices at which they sell, except as they are able to call upon 
the partnership of the Federal Government through the price-support program. 
Thus cutting price supports to 75 percent at the bottom of the sliding scale sets 
the basis for cutting farmers’ gross income from sales by one-fourth. The sliding 
scale means a 62 percent cut, below 100 percent of parity prices in the income left 
after operating expenses, for farm family living. 

At the current parity ratio of only 86 percent, farmers make up a $32 billion 
market for goods and services. If farm prices averaged 100 percent of parity 
as they did in 1952, farmers would be a $39 billion market in 1955. 

I urge your committee to bring out a bill that will repeal the sliding scale 
and replace it with mandatory supports at 100 percent of parity. Doing so will 
be a major contribution to developing and maintaining a prosperous America. 

Congress should adopt legislation providing mandatory supports for milk and 
butterfat, beef cattle and calves, eggs and chickens, fruits and vegetables, and 
lambs as well as wool, if not in one bill then in several. The Congress did a 
good job last year with regard to wool. We wrote a law providing parity sup- 
ports to wool by means of production payments to farmers. Would not a similar 
provision be good as applied to the other important livestock and livestock prod- 
ucts and other perishables? Are not cattlemen, poultry raisers, dairymen, 
orchardists, and truck farmers as virtuous, as patriotic, and as hard-working 
as sheepmen? Of course they are. 

The Nation has a good sugar program, the outgrowth of the original Costigan 
Act. Returns to sugar beet and sugarcane producers are maintained between 
90 and 100 percent of parity by means of a graduated system of production pay- 
ments. Should not this principle be applied to other commodities? 

The family farmers of our Nation are its strongest bulwarks of democracy and 
political stability. Our law should provide full parity protection for family 
farm production. Above that level of production we do not need to extend eligi- 
bility for price supports. I do not know what the level of limitation ought to be 
in any exact terms. I do know there is no good reason why the Nation 
should make the protections of price supports available to “big suitcase farmers” 
or to factories in the field. I would, therefore, support your action, if the com- 
mittee should see fit to graduate downward the level of support provided by the 
law to any one unit of production greater than family farm production. 

If we are to have a permanently sustainable farm program, it must be one 
that treats the producers of different commodities fairly and evenly with respect 
to each other ; and it must be one that makes good economic sense to consumers. 

Parity farm price supports are closely akin to minimum-wage legislation. 
Both have a direct effect upon national consumer purchasing power. Both have 
a big effect upon the relative economic justice attained by important segments 
of our population. Both our farm price-support levels and the national minimum 
wage should be raised by Congress this year. I hope we can consider both on 
the floor in their proper perspective within the broader context of a national 
prosperity program, 

In this same context, we need to authorize the use of production payments 
in connection with the support program for commodities other than wool and 
sugar. Production payments used in combination with other methods of support, 
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are of particular value in connection with perishables. And just because a 
farmer derives most of his income from perishables does not relieve him of the 
necessity of educating his children or buying them shoes. Use of production 
payments will render much easier of solution the knotty problems of the effects 
upon imports and exports, as domestic market prices will be nearer world market 
levels. Production payments will eliminate the accumulation of so-called sur- 
pluses. Use of production payments will make production adjustment programs 
easier to administer. 

In 1952, farm prices averaged 100 percent of parity. In the first half of 1953 
the parity ratio dropped to 92; in the first half of 1954 dropped to 90. And 
since passage of the sliding-scale law the ratio has dropped to 86 percent in 
January 1955. Farm prices have been too low too long. They should be rolled 
back up to parity. 


STATEMENT OF Hon, PRINCE H. PRESTON, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF GEORGIA 


Mr. Chairman, I desire to make a statement in support of H. R. 12. 

The grave and urgent need for an absolute minimum of 90 percent of parity 
on basic farm commodities may be conclusively demonstrated by a recital of a 
few indisputable facts. I emphasize “facts” as distinct from theories or wishful 
thinking. 

Ninety percent of parity is not only essential for the survival of our farmers, 
it is mandatory to prevent a general collapse of our economy. 

First, let me cite a tragic paradox of the policy of the present administration. 
The President has already recommended an increase in the minimum wage 
from 75 cents to 90 cents as a means “to increase consumer buying power.” 

Simultaneously, or rather earlier, the administration demanded and received 
a reduction in the parity price of farm commodities, which directly and effec- 
tively cut the purchasing power of millions of Americans who earn their liveli- 
hoods on farms. 

The National Planning Association has already predicted a rise in unemploy- 
ment this year unless “Government and industry act to increase consumer buy- 
ing power and industrial production.” 

On the record the administration is seeking to raise the purchasing power of 
industrial workers. But at one and the same time it has effectively, and I may 
say, tragically, slashed the purchasing power of the American farmer by reduc- 
ing parity on basic commodities. 

I submit that the administration is pursuing a fantastic policy in seeking to 
increase consumer purchasing power, while at the same time it is reducing farm 
income below a bare subsistence level. 

Now what about parity? I submit that the metropolitan press, propagandists 
for special interest and, I must add, high officials of this administration have 
perpetrated the falsehood that full parity means extravagantly rich farmers. 
That full parity means city people paying exhorbitant prices for necessities of 
life while the farmers are riding around in high-priced automobiles enjoying 
their subsidized gains. 

Gentlemen, this picture is untrue. But don’t take my word for this. Let’s 
look at the cold, hard facts. 

In 1949 basic farm prices stood at 99 percent of parity. Not 90 percent but 
99 percent. Now did the farmers of this Nation bask in the radiant sunshine of 
fabulous prosperity in 1949? 

In 1949, the year of 99 percent parity, the average net income of farm people 
was only one-half that of nonfarm Americans. 

But let’s not judge this critical situation by 1 year alone. Let’s take a look 
at 1951. In that year the avérage of basic farm prices was 107 percent of 
parity. Not 90 percent; not 95 percent; not 99 percent but 107 percent of parity. 

Surely, with basic farm products at 107 percent, the farmers should have been 
driving high-powered convertibles and looking at television on golden screens. 

But what was the case? What were the facts? 

In 1951, with parity at 107 percent, the average net income of farmworkers 
reached the astounding peak of $1,718 for 12 months’ work. This amounts to 
almost exactly $33 a week. And remember, this annual earned income of 
$1,718 was when the prices were 107 percent of parity. 

Now what was the comparative earnings of industrial workers in that year 
of 1951? Gentlemen, when the farmworker made $33 a week, with parity at 
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107 percent, his city cousin working in industry averaged $3,416 a year. The 
industrial worker made about $66 a week to the farmworkers’ $33. 

My bill, H. R. 13, is designed to establish parity at 90 percent and I am here to 
urge that it be reported out favorably. But I am sensitive to the fact that if 
this legislation is reported out and enacted into law, it will only provide the 
farmer a bare subsistence. 

In conclusion, let me cite one more hard fact—hard, I might add, on the 
farmer. 

Authoritative estimates of 1955 income for workers in 20 different categories 
show that the income for this year for workers in 19 occupations is expected 
to be more than in 1954. The one category in which 1955 income is expected 
to go down is farming. 

Let me emphasize, gentlemen, that: we do not propose to reward inefficient 
farming operations. The farmer has lost none of his energy or industry. In 
fact, fewer farmers are producing more agricultural commodities than ever 
before in our history. 

In 1910, 1 farmer produced only enough for himself and 6 others. In 1953, f 
farmer produced enough for himself and 17 additional individuals. Listen to 
this. In 1910 it required 35 Americans out of each 100 to produce crops and 
livestock to feed and clothe America. In 1930 only 25 Americans were required 
to produce needed crops and livestock ; in 1945 only 18 were needed, and in 1954, 
only 14 Americans out of every 100 were needed to produce the crops we 
require. 

These simple figures demonstrate graphically how the American farmer has 
increased his productive efficiency through the years. We hear a great deal about 
increased industrial efficiency, but I say to you that the inerease in farming 
efficiency is no less dramatic. 

The farmers’ plight is admittedly bad. These 1955 estimates demonstrate 
conclusively that it is going to get worse. 

I submit, gentlemen of the committee, that the very least we can do, as Mem- 
bers of Congress, is to enact legislation to guaranty 90 percent of parity, now. 
This will not solve the problem, but it may avert a disaster. 

Let me remind you of one other fact: Less than one-half of the farm homes 
of this, the most prosperous Nation in the world, have running water. 


STATEMENT OF Hon. PAUL BROWN, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE Or GEORGIA 


Mr. Chairman, I introduced H. R. 22 on the first day of this session of Con- 
gress, a bill to support the price of basic commodities at 90 percent of parity. 
The chairman of this committee and many others introduced similar bills. 

The administration’s sliding-scale support program enacted into law last 
year has to be reversed if the income of the American farmer is to increase 
rather than decline as it has during recent years. 

We have seen farm income decline since 1953, while our population increased ; 
we have seen farm income decrease while the interest costs of farm credit have 
increased; we have seen farm income decrease while the cost of living has in- 
creased; and we have seen farm income decrease while wages generally have 
increased. 

The cure for the plight of the American farmer today is stability in farm 
income. 

There must be incentive to produce the food and fiber which the American and 
world consumers require. Our program should be designed to better the stand- 
ard of living on our farms and provide an inducement to stay the flight of farm 
labor to the city. 

The cure proposed last year was to permit a further decline in farm income 
by adopting a sliding scale support price program. 

It seems to me that in view of the conditions which faced American agricul- 
ture the adoption of the sliding scale support price program was the equivalent 
of a doctor recommending a reducing diet for a patient suffering from mal- 
nutrition. 

The day has long passed when a major component of our economy, such as 
agriculture, can be treated as having no effect on the rest of our economy. A 
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fair and equitable agricultural policy assuring stability of reasonable farm in- 
come is the equivalent of placing orders for tractors, trucks, combines, and other 
farm implements and machinery, with corresponding benefits to mineral ang 
metal producers, manufacturing and fabricating industries, transportation, dis- 
tributors and retailers of goods and equipment, industrial and allied employment, 

A decrease in farm income produces the direct opposite effect and unwelcomed 
consequence on the rest of our economy. 

An adequate supply of agricultural commodities, like stockpiles of critica] 
and strategic materials, is necessary for our national security. We must have 
an adequate surplus of agricultural products for security purposes and to insure 
domestic supply as insurance against drought, floods, and other production blights 
for an ever-increasing population. 

H. R. 22 and other similar bills before this committee will provide a floor 
for farm producers which experience has shown is reasonable, will help farm 
income from further decreasing, and will further provide the stability needed 
at this time to assure meeting the needs of the future. 


STATEMENT OF Hon. LEE METCALF, A REPRESENTATIVE IN CONGRESS F'ROM THE STATE 
OF MONTANA 


I appreciate this opportunity to present to this committee the wishes of a 
majority of the Montana farmers who have talked and written to me about our 
price-support program. 

In an attempt to save time—time which is running out for our family farmers— 
I have chosen to present a written statement in preference to appearing before 
you. Icommend you for your plan for brief hearings. 

In a time of falling farm prices, we are rapidly approaching the effective date 
of a law that will cut agriculture’s minimum wage still further. This Congress 
should replace the sliding scale price support program enacted by the 83d Con- 
gress with price supports at 100 percent of parity and extend the program to 
many commodities not now covered, 

Parity prices are fair prices—fair alike to the producer and the consumer. 
Parity prices are flexible—they rise and fall with production costs and family 
farm living costs. Parity prices do not make our farmers inexcusably pros- 
perous—as shown by the fact that in 1952, the last year that farm prices averaged 
100 percent of parity, the average net income per farm person was half the 
average per person net income of the rest of the population. Cutting price sup- 
ports neither cuts the retail cost of food nor decreases production. 

I feel that a bill, such as my H. R. 3452—to raise price supports from the 75 
percent sliding scale bottom to 100 percent of parity—would be a major con- 
tribution to a prosperous America. 

The bill you draft should also provide for a wide range of commodities in 
addition to those now covered. Milk, for example, should be made a basic and 
taken off the sliding scale. Your bill should be uniform in its application 
instead of a hodge-podge of different programs for different commodities— 
production payments to wool growers to maintain prices at up to 110 percent of 
parity ; a graduated system of production payments to sugar beet and sugarcane 
growers to maintain prices at between 80 and 90 percent of parity, and a sliding- 
scale program, without production payments, for producers of basic commodities, 
who would get 8214 to 90 percent of parity at the discretion of the Secretary of 
Agriculture. 

To help maintain the family size farm, I believe also that there should be a 
eeiling on the price supports available to a single farm unit. 

As you well know, average farm prices have dropped from 100 percent of 
parity in 1952 to 92 percent in 1953, to 90 in 1954, and to 86 percent today. This 
Congress is not proposing to cut labor’s minimum wage. As a member of the 
Committee on Education and Labor, Iam going to try to increase the minimum 
wage. I hope this great committee will raise the farmer’s minimum wage by 


giving him parity. 
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AMERICAN FEDERATION OF LABOR, 
Washington, D. O., March 7, 1955. 
Hon. HARotp D, CooLey, 
Chairman, House Agricultural Committee, 
House Office Building, Washington, D. C. 


DEAR MR. CHAIRMAN: This is in reference to H. R. 12 and similar bills, 
pending before your committee, intended to lift farm price supports from their 
present inadequate level. 

We in labor are disturbed by the steady decline in farm income. The inter- 
dependence of farmers and industrial workers in our economy is manifest. The 
farmer obviously must sell his products to those who work in the cities at a 
fair price in order to buy clothes, tools, and machinery he needs. Conversely, 
the city worker must be able to sell the product of his toil to the farmer if he 
wants to go on working and eating. 

From past experience it is common knowledge that when one group suffers, 
the other is equally hard hit. Mass unemployment and wage cuts result in 
shrinking markets and falling prices for the farmers. Reduction of farm income 
eventually means factory layoffs and breadlines for the city worker. 

I, for one, believe that the free-enterprise economy of our country must be 
based upon a three-way balance between free farmers, free labor, and private 
industry, with each entitled to a just share of the rewards of production. That 
balance is threatened today by inadequate farm-price supports, resulting in an 
unjustified drop in farm income. It seems to me that the unbalance can be 
corrected promptly and effectively by the adoption of legislation raising farm- 
price supports, such as H. R. 12, the bill you are sponsoring. 

It is my sincere hope that your committee will act favorably on your bill and 
that it will be enacted by Congress at the earliest possible date. 

Sincerely yours, 
Grorce MEANY, President. 


New York, N. Y. 
Hon. Harotp Coo.Ley, 


Chairman, House Committee on Agriculture, 
House Office Building, Washington, D. C.: 


Amalgamated Clothing Workers of America have membership throughout the 
industrial North and West and many sections of the South and we are in com- 
plete support of your efforts to raise levels of farm income through enactment 
of 90-percent price supports. We wish you every success. 

Jacos S. Pororsky, General President, 
Amalgamated Clothing Workers of America, CIO. 


WASHINGTON, D. C., March 9, 1955. 
Hon. HARoLp CooLey, 
Chairman, House Agricultural Committee, 
House Office Building, Washington, D. O.: 


As president of the Communications Workers of America, representing more 
than 300,000 telephone workers in almost every hamlet, town, and city through- 
out the United States, I wish to congratulate you upon the leadership that you 
are giving to your committee to obtain a 90-percent parity to farmers of this 
country. Farmers, we believe, have an equal concern for the restoration of full 
employment and sustaining the purchasing power of all workers. We believe 
that there is a need for legislation designed to strengthen farm economy, restore 
confidence to farmers, and improve the income of farm families. If there is 
anything we can do to assist you do not hesitate to call upon us. 


J. A. BETRNE, 
President CWA-CIO. 
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New York, N. Y., March 9, 1955. 
Hon. HARoLp CooLey, 
Chairman, House Committee on Agriculture, 
House Office Building, Washington, D. C.: 

The textile Workers Union of America strongly supports position taken by CIO 
president, Walter Reuther, in testimony before your committee supporting your 
bill to obtain equity for farmers through 90-percent price supports. This bill 
should have the support of every fair-minded Representative interested in achiev- 
ing a fully employed economy. 

WILLIAM POLLOCK, 
Executive Vice President Textile Workers Union of America, CIO. 


The Cuarrman. I want to thank you again, Mr. Reuther, very 
sincerely for coming before the committee this morning and making 
such a fine presentation, and giving us the benefit of your views and 
the views of the people whom you represent. 

We thank you very much. 

Mr. Reutruer. Thank you for the opportunity, Mr. Chairman. 

The Cuarrman. The committee seats adjourned. 


(At 12 noon the hearing was adjourned until 10 a. m., Wednesday, 
March 2, 1955.) 
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WEDNESDAY, MARCH 2, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
1310 New House Office Building, Hon. Harold D. Cooley (chairman) 
presiding. 

The Cuamrman. The committee will be in order, please. 

Mr. Secretary, we appreciate your coming here this morning. I 
understand that you have another engagement and if you will indi- 
cate to us now just when it will be necessary for you to leave, we will 
try to accommodate you. 


STATEMENT OF TRUE D. MORSE, UNDER SECRETARY OF AGRI- 
CULTURE, ACCOMPANIED BY DR. DON PAARLBERG, ASSISTANT 
TO THE SECRETARY; E. M. SHULMAN, DEPUTY SOLICITOR; ROB- 
ERT BEACH, C. S. S.; WALTER BERGER, C. S. S.; DON ANDERSON, 
DAIRY DIVISION ; DR. FREDERICK V. WAUGH; A. M. S.; HERBERT 
L. FORREST, DAIRY DIVISION, A. M. S.; M. R. CLARKSON, AGRI- 
CULTURAL RESEARCH; JOSEPH WHEELER, BUDGET OFFICER; 
AND 0. V. WELLS, ADMINISTRATOR, AGRICULTURAL MARKET- 
ING SERVICE, DEPARTMENT OF AGRICULTURE 


Mr. Morsp. Mr. Chairman, I appreciate the opportunity to enter 
into further discussion with this committee. Ihave freed my morning 
schedule so that I am glad to accommodate myself to the wishes 
of the committee. 

The Cuarrman. All right. We asked you to come before the 
committee, Mr. Secretary, with the idea that you might give us such 
recommendations as you may desire to make concerning the price- 
support program for dairy products. And further, to tell us some- 
thing about the current situation with reference to dairy products. 
Be perfectly free to make any statement that you have on the subject 
or any other subject pertaining to price supports generally. 

Mr. Morse. Thank you, Mr. Chairman. The Secretary in his state- 
ment on the 17th of February before this committee, had a section 
which dealt with the dairy picture. I think it would be helpful to 
read back into the record from that portion of his statement which 
contains the dairy recommendation. He said: 

On January 3 as requested by the Congress, I submitted a report on alternate 
methods of controlling farm milk production, and supporting prices to farmers 


for milk and butterfat. This report was factual and contained no specific 
recommendations. 
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I now wish to make a recommendation, namely, that we continue the present 
basic law. This law requires price support for dairy products at such levels 
ae 75 and 90 percent of parity as are necessary to assure an adequate 
su 4 

fm the flexibility provided by this law and through merchandising and 
promotion, the dairy picture has been changed, in less than a year, from one of 
gloom to one of hope. 

This is not the time to rock the boat. 

Our study shows that raising the price of dairy products 5 percentage points, 
whether through Government or through a program operated by the dairy 
industry, would increase milk production by a billion pounds, decrease con- 
sumption by a somewhat larger amount, and cost the agency which undertook 
the operation approximately $125 million. Worse still, it would cancel out 
much of the beneficial effect of the programs of merchandising and promotion 
which are having an increasingly helpful impact. 

With that re-reading of the Secretary’s recommendation, I will not 
repeat what went into the testimony at that time, Mr, Chairman. 

The CuarrmMan. That is the recommendation of Secretary Benson, 
that we continue the program as it is today ? 

Mr. Morse. Yes, sir. 

The Cuatrman. And that as was developed and reported by this 
committee ? 

Mr. Morse. Yes, sir. He expressed in connection with his testi- 
mony, as you recall, appreciation to this committee for helping de- 
velop the type of program we have. We are, of course, administer- 
ing the type of program which Congress developed. We feel it 
is showing very encouraging progress and that it would be wise to 
let this trend proceed. If this progress is not reversed we feel that 
it will lead to a much improved situation in the dairy industry. 

The Cuarrman. Has the dairy industry improved substantially in 
recent months ¢ 

Mr. Morse. Of course, now we are entering a seasonal trend toward 
more milk production which always begins along about December, 
picking up toward the spring. We bought comparatively little of 
dairy products through last fall. The dropoff began to show itself 
in July and August last year, and continued through the fall. No 
butter purchases were made in December by the Government. In 
contrast to that we would expect that there will be increased pur- 
chases during the spring as production increases seasonally. How- 
ever, if this trend we are in and these adjustments taking effect con- 
tinue to develop in the direction now pointed, it would be reasonable 
to expect that beginning in the summer and through the fall and 
winter that we would purchase relatively little dairy products, as we 
did last year. In fact, we probably will be selling some of these 
purchased products back to the trade. 

The CHarrman. What was the situation in January? Did you 
have substantial production of dairy products in January and did 
you purchase substantial quantities ? 

Mr. Morse. We bought 7 million pounds of butter in January of 
this year, which is very distinctly below the comparative figure a 
year ago. 

The Cuatrman. How much did you dispose of in January ? 

Mr. Morse. We bought 7 million siete of butter this year against 


28 million a year ago. So you see that is a of the adjustment that 


is showing up. I have said repeatedly that this favorable develop- 
ment is coming much faster than I personally would have anticipated. 
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The Cuarmman. In other words, you bought 7 million pounds in 
January of 1955, and 28 million pounds in January 1954? 

Mr. Morsg. Yes, sir. 

The CuHarrman. How much did you sell in January 1955? 

Mr. Morse. The various disposal methods employed in dairy prod- 
ucts—there are a variety of them—absorbed 10 million pounds of but- 
ter in January of which 117,000 pounds were regular domestic com- 
mercial sales. 

The CHatrman. What is the condition of your present stocks? 
Do you have any dairy stocks now that are in danger of deterioration ? 

r. Morsz. No, sir, or relatively little. I would judge not any 
more deterioration than you would anticipate by any storage and 
handling of such large quantities of products. You see, we reached a 
peak of about 466 million pounds of butter last summer, in Govern- 
ment ownership. 

The Cuairman. 466 million pounds? 

Mr. Morse. Yes, sir, in storage. And that, through disposals and 
sales, is way down. The most recent figure being 253 million pounds. 

The CuHarrman. What time last year? 

Mr. Morse. That was last July, when we had the 466 million pounds 
of butter, was it not, Mr. Anderson ? 

Mr. Anverson. About the middle of last year. 

The Cuarmman. The middle of last year you had 466 million 
pounds ? 

Mr. Morse. That is now down to the most recent figure of 253 
million pounds. 

The CHarmMman. 253 million now? 


Mr. Morse. Yes, sir. Of course in the disposal of these dairy oo 


ucts, the older stocks are being taken out and attention is also being 
given to those stocks which are most likely ever to drop in grade. As 
of this time, we have, I believe no butter in storage that is over a year 
old, if there is any it would be a small quantity. 

The CuHarrman. How much have you given away, how much of it 
has been sold and at what price has it been sold ? 

Mr. Morse. We have a press release here of January 12, which 
summarizes this information. The utilization for the calendar year, 
1954, included commercial domestic sales of 19.7 million pounds. 
I am referring to butter. Distribution to section 32 outlets totaled 
36 million pounds. In there would come school-lunch uses and other 
such outlets. 

Section 416, domestic donations, 77 million pounds. Foreign dona- 
tions, 130.5 million pounds. Commercial export sales, 1.4 million 
pounds. Noncommercial export sales 11.4 million pounds. Transfer 
to FOA, 9.1 million. 

The CuairmMan. What was the last one? 

Mr. Morse. Transfers to FOA, in connection with its program. 

The Cuatrman. How much was that? 

Mr. Morse. 9.1 million pounds. 

United States Army transfers, 28.3 million pounds. Making a total 
for the year of 316.4 million pounds. 

The Cuamman. Actually all that you sold was through commercial 
export sales, 1.4 million pounds, wasn’t it? 

r. Morse. Commercial exports sales, 1.4 million pounds. Com- 
mercial domestic sales, 19.7. 
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The CHatrMan. 19.7 million? 

Mr. Morsr. Yes, and then there were noncommercial export sales 
of 11.4 million. 

The CuHarrman. To whom did you sell it domestically ? 

Mr. Morsp. I judge most of that went back into the trade. 

Mr. ANprErRSON, It all went back into the trade. 

The Cuarrman, At about what price? 

Mr. Morse. About 3 cents over what was paid for it. 

The CHarirman, In other words, you didn’t sustain any loss on the 
21 million pounds of butter ? 

Mr. Anverson. Our sales price is always 3 cents over our going 
purchase price, and if some of the butter they had bought had been 
purchased prior to the price drop there would have been some loss there. 

The CHarman. In other words, you might sustain a loss on some 
of that? 

Mr. AnperRson. Because of the fact that the price support level 
dropped. Our policy has always been to sell back to the trade at 3 
cents over the current purchase price. 

The Cuarrman. Have you offered any of this butter in foreign mar- 
kets and if so, at what price have you offered it ? 

Mr. Morsr. Butter appears now on our export price list and in 
addition there are bids invited weekly. Depending upon the price at 
which these bids are made and other conditions surrounding these bids, 
they may be accepted or rejected. This bid program was instituted 
some weeks ago. 

The CuHamman. What is the average price paid for this butter that 
you now have in storage? 

Mr. Morse. Around 58 cents. 

The Cuatrman. Around 58 cents. What price did you get for this 
1 million pounds that you sold in the export markets ? 

Mr. Anverson. Most of it sold at 41 cents for grade A and 39 for 
Grade B. 

The Cuarrman. That was sold for butter, to be consumed as butter ? 

Mr. Anperson. Yes, sir. 

The Cuarrman., Is that right? 

Mr. Anperson. Yes, sir. 

The CuatrmMan. Have you sold any for any other purposes, for re- 
processing ? 

Mr. Anverson. There has been a small quantity sold under 2 use- 
restricted programs, one is for recombination in foreign countries for 
sale as fluid milk, where the butter and the nonfat is bought in this 
country and recombined and sold as fluid milk in other countries. 
One small sale was made for recombination into evaporated milk. 

The Cuatrman. I thought I had seen in the press that you had of- 
fered some in foreign markets as low as 25 cents a pound and could not 
sell it at that price; is that right? 

Mr. Morse. No, sir. I say, categorically, no. I do not know of 
7“ such sales. 

he Cuarrman. They did. 


Mr. Morse. Butter has not been offered for export at that price. 
In this invitation to bid weekly, I believe we had some offers that were 
down at that figure but they were rejected. The sales made on this 
bid basis subject to our acceptance have ranged from about 35 to 37 
cents. 
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The Cuarman. But you haven’t moved any of it. You have only 
moved 1 million pounds in export trade. 

Mr. Morse. I was giving you 1954 calendar year figures. This offer- 
ing of butter on a bid basis has been instituted in the early part of this 
year. 

The Cuarrman. Has the State Department interposed any objection 
to your selling this butter in foreign markets at a reduced price? 

Mr. Morse. The law under which we are operating most of these 
programs requires that we handle these operations in a way so as to 
avoid displacing normal markets and disturbing normal marketing 
channels. 

The Cuarrman. If you had 466 million pounds of butter a year ago 
or less than a year ago, and you only disposed of 1 million of 1.4 mil- 
lion in foreign markets, the net result is that what you have actually 
done is give away this butter, at home and abroad, to FOA and to the 
Army, and 130 million pounds of it went into foreign export noncom- 
mercial trade; did it not? 

Mr. Morse. 130.5 million pounds were donated to foreign uses. 

The Cuarrman. You donated some of it abroad and without any 
objection from the State Department. If I understand you, the State 
Department does object if you undertake to sell it, but not if you 
donate it. 

Mr. Morse. ‘These donations are in a way that they are not displac- 
ing trade. Of course that statement cannot be made just categorically 
because you never know what the complete ramifications are. The 
thought was that the products would go to needy people, people 
friendly to the United States, and in aid to nations as part of our 
relief of needy people and to help in our foreign program. 

The Cuamrman. Mr. Secretary, in the PX of London and in Frank- 
fort and perhaps in Berlin and Paris, American butter isn’t even 
available to American citizens who want to buy American butter. 
Can you explain that? 

Mr. Morse. I am not acquainted with that situation. Under date 
of September 22, 1954, the Department entered into agreement 
to sell dairy products to the Army, to meet overseas requirements, at 
prices established on such products for sale to commercial exporters 
for export. I have before me the sales of these dairy products to the 
Arey by months, which has amounted to something over 5 million 
pounds. 

The Cuairman. That is what the Army uses in their rations. I am 
talking about the PX’s operated in these foreign countries. You can- 
not buy a pound of American butter. It isnot there. You find Danish 
butter and butter from other countries. I am wondering why we 
could not make butter available in our own establishments in foreign 
countries. 

Mr. Morsr. We would be glad to inquire into that. I don’t have 
the information. 

The CHairman. If you were permitted to offer this butter in world 
markets on a competitive basis, are you prepared to offer it at a reduced 
price, so as to meet competition, and thereby dispose of it ? 

Mr. Morss. As near as we can determine the world market, and it is 
difficult to determine world market prices on many of these commodi- 
ties. The world market is someplace around the 41-cent figure. How- 
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ever, to explore the market and to test the market further we are, as 
I say, inviting bids which are subject to our acceptance. 

The Cuarrman. All right, you invite a bid but unless you get a 
bid that is high enough, if I understand it, you are not selling it, you 
are not accepting low bids? 

Mr. Morse. That is right, sir. 

The Cuareman. If you are going to put this butter in foreign 
markets, it seems to me that you must be prepared to sell it on a com- 
petitive basis. I would like to ask you one other thing. A friend of 
mine talked with me the other day about acquiring some of this 
butter and having it reprocessed, in what I think he called Ghee, and 
shipped into India. He had some friends who were prepared to buy 
about 10 million pounds of it, have it reprocessed, I think out in 
Minneapolis or someplace like that, and send it to India. 

It would not be in competition with butter from this country or 
any other country. The whole character of the food would be changed, 
and it would be acceptable in India. It could be kept in any kind of a 
climate. Whereas butter cannot be used in India, in great quantities, 
because of lack of refrigeration. Naturally they could not afford to 
pay 41 cents a pound for butter and have it reprocessed into Ghee 
and sent to India. 

Mr. Morse. We are going into that and expect to take care of what- 
ever demand there is. That is on the basis of what we feel can be 
appropriately handled under the authorities under which we are 
operating. 

The Cuatrman, I do not see how the State Department or anybody 
else can object to the proposition I have just mentioned. You are 
not competing with anybody else, Danish butter or Dutch butter or 


any other. You are putting food in the hands of hungry people who 
need it and want it, and it is a buy-and-sell proposition, if I under- 
stand it. They are not asking that the butter be given tothem. ‘They 
would buy it at what they consider a price which would justify their 
undertaking to reprocess it and distribute it in India. 

Mr. Morsr. I say we are going into the demand for Ghee. The 
first reports ee indicated that Ghee was the form in which 


India would take butter. Now, however, it appears that butter oil 
may be acceptable in India. So both products are being investigated. 
I believe we either have or soon will have a man there going into the 
market possibilities. We are working on it from this end also. 

The Cuarrman. Have you made any of these dairy products avail- 
able to CARE, the organization that operates in about 77 nations of 
the world? 

Mr. Morse. Yes, sir. There is quite a list of agencies that qualify 
under the law for donations. We have supplied many of these chari- 
table organizations with dairy products for foreign relief distribution. 

The Cuatrman. Could you give us for the record information in- 
dicating what these organizations have received in dairy products 
for donations to other countries? 

Mr. Morse. Yes, sir; the early part of January we covered that in 
a press release showing both domestic disposals through donations and 
foreign disposals. I am sorry I do not have the statement before me 
but there is a paragraph that lists by name many of these organizations. 

The Cuarrman. The organizations and the quantity donated to each 
one of them ? 
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Mr. Morse. We can provide the quantity. That press release did 
not show the quantities by organizations. But we will be glad to 
furnish the data. 

The CHairmaNn. Supply that for the record. 

Mr. Morse. We will be very happy to, sir. 

(The information is as follows :) 


Disposals of dairy products for foreign relief under sec. 416 to United States 
nonprofit welfare agencies and intergovernmental agencies for the period 
July 1, 1954, to Mar. 2, 19557 


[By fiscal years in thousands of pounds] 





Butter and 
butter oil 


oie Nonfat dried 
Cheese milk solids 


Agency 


1954 1955 1955 1954 





American Friends of Austrian Children__...........-- 
American Friends Service Committee _____----- a 
American Jewish Joint Distribution Committe 
American Korean Foundation 

American Mission to Greeks 

American Middle East Relief 

American National Red Cross. -...............--.-....]........ hie ideas 
Asean of God—Foreign Service Committee 
CAR 

Chureh World Service 

Foster Parents’ Plan for War Children 
International Rescue Committee 

Hadassah 

Iran Foundation 

Lutheran World Relief 

Mennonite Central Committee 

Save the Children Federation 

Tolstoy Foundation 

Unitarian Service Committee 

United Lithuanian Relief Fund of America 
United Nations Children’s Fund. .................-.- ilvalenaal cl seciaschelllinanacopcocdlahesncceaeenOaeirenes 
War Relief Serviees—National Catholic Welfare Con- 








31, 046 | 51, 496 | 92,724 


1 As represented by requests submitted by the agencies and approved by FOA and USDA. Recipient 
nonprofit welfare agencies are those registered with the Committee on Voluntary Foreign Aid of FOA. 


The Cuamman. I understand shes pee have a program Serenge 
e 


which you are making available to feed mixers, powdered milk to 
used in mixed feed, and that you are offering it to the feed mills for 
about 314 cents a pound. I understand further that the Government 
has an investment.of about 16 cents a pound in the dried milk, is that 
about right ? 

Mr. Morse. That program has been discontinued. We found two 
situations a year ago. 

One was a very large quantity of dried-milk products on hand 
and very large quantities yet to be acquired. Along with that there 
was a very tight squeeze on protein feeds for dairymen, poultrymen, 
livestock people. At one point last spring you may recall that soybean 
meal went over $100 a ton at the Decatur, Ill., basing point. So with 
those two situations before us, and with no prospect of being able 
to move the large quantities of dried milk into human consumption, 
knowing that we would still have plenty to take care of outlets, the 
feed program was set up. Through the program we moved something 
less than 600 million pounds of dried milk with an understanding that 
the feed people would have to incorporate it into their feeds before the 
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new crops of soybeans and cotton seed came on the market. The 
program was terminated in September. There is, however, another 
offering at around 12 cents per pound at the present time which makes 
the dried milk available for such feeds like calf meal and higher 
protein uses. However, that is not a large outlet. 

Mr. Anverson. Approximately 2 million pounds have been sold 
for such use. 

The Cuatmrman. My'information about the price then is accurate 
that it was offered at 314 cents a pound ? 

Mr. Morse. In the West the price under the first program was 4 
cents; and 314 in most of the United States. That price was set so 
that it would be competitive. 

The Cuamman. With soybean and cottonseed meal and other ? 

Mr. Morse. Yes, sir. When you take into consideration the addi- 
tiona! cost of handling and incorporating a product which these feed 
mill mixers were not in the habit of handling. 

The Cuarmman. The protein content of the dairy product was better 
than any other competing feed or meal, was it not? 

Mr. Morse. The soybean meal runs 41 to 44 percent protein content 
and the milk product runs around 34 to 35 percent. 

The Cuarrman. At the time you were offering this to millers, did 
you have any limitation or restriction on the quantity. that would be 
made available to any one purchaser ? 

Mr. Morse. We announced that we would make sales up to a total 
quantity which we felt would help meet the protein shortage and still 
leave enough to take care of other demands or outlets for these dried- 
milk products. I would like to ask Mr. Berger who was very close to 
this operation to speak to this question about limitation on any one 
feed dealer. 

Mr. Bercer. We also gave farmers the opportunity to buy this dried 
skim milk if they wished, provided they could buy in a 20-ton car lot. 
We have them the opportunity to sont four orders in one car. The 
reason we did that and had to keep a limitation on, was because we 
were selling human consumption milk, and it would be impossible to 
have the necessary control if we made the limit any lower. 

It amounted to about a 5-ton minimum limitation. 

The Cuarrman. That was the minimum you would sell to farmers? 

Mr. Bercer. That is right. 

The Cuatrman. Did you have a minimum that you would sell to 
mill operators ? 

Mr. Bercer. All of the sales had to be made in cars of not less than 
20 tons. 

The Cuatrman. There were no maximum limitations on it? 

Mr. Bercer. That isright. There was a maximum in the percentage 
of milk that they could use in making their feeds. They could not 
use more than 714 percent of this milk in their mixes. 

The CHAIRMAN. f waht to ask this question. If you were making 
it available at 3.5 cents to the millers and the farmers, you did that for 
two purposes. One was to get rid of the dairy products, the other 
was to bring down the high price of feed. 

Mr. Bercer. Of the protein feeds, that is right. 

The Cuarrman. You said something about requirements, Mr. Morse 
did, in mixing it with other feeds. 
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The point I have in mind is a case where a farmer bought a carload 
and he was apparently unaware of any requirement with regard to the 
date not later than which the feed could be mixed, and he could not 
mix it all at once because he was not equipped with the necessary 
rere He mixed it only as he used it. The deadline was 
reached. He purchased it at 314 cents, and a sight draft came with 
the bill of lading attached, and he paid for it. Then the Government 
said they want him to pay $5,000 more because he did not mix it 
according to the requirement. 

Mr. Morse. That was in the contract. 

The Cuarmman. There isa contract on the back of the railroad ticket, 
of the airline tickets, but you know that a man does not read all of 
those things. 

Mr. Morse. The invitation to bid carried these regulations, and these 
requirements were otherwise publicized, Mr. Chairman. 

r. CuamMan. No invitation to bid at all. Mr. Morse, you said 

ou had a fixed price of 3.5 cents, the man bought a carload, you sold 

it to him and drew a draft, attached to the bill of lading. He paid 
the draft. 

Mr. Morse. The use of terminology of invitation to bid was not 
perhaps well chosen. It was an invitation to request purchase. 

The Cuatrman. You are selling it. You invited him to buy it and 
he bought it and paid for it. He took it home and had it on his 
premises, feeding it to his own cows. 

You say now that there was a written contract somewhere. I asked 
him about it in person. He had not seen a written contract nor had 
he read one. He had a right to assume that he bought and paid for it 
and could mix it when he desired to do so. The Government now 
wants an additional $5,000. You have bought a lot of railroad and 
airline tickets. So have I. I have never read anything on an airline 
ticket. All of the fine print is there but we do not read it. I do not 
think the Government should do business with a citizen in any such 
fashion as I have described. 

Mr. Morse. Mr. Chairman, I do not know how we would do business 
if we do not have contracts. 

The Carman. All right. 

Mr. Morse. And regulations. 

The Cuatrman. You did not have a contract with this man. I 
want to see the contract you had with the men to whom you sold. 
Have you a copy of the contract he signed ? 

Mr. Beraer. We have copies of them, of course. 

The Cuatrman. The man never signed a contract. 

Mr. Bererr. Mr. Chairman, he had to sign a contract in order 
to buy the car. That was No. 1. 

No. 2. He was sent a letter even twice by us in the month of August 
reminding him of the fact that this must be used up by November 1. 

The Cuarmman. If I bought hay and I bought corn, I wouldn’t 
want a Government agent to tell me that I had to feed it or mix it at 
ae time. He did not need feed in July and August. 

r. Bercer. He did need what? 


The Cuarrman. He did not need it in July or August. He bought 
it to use at a time when he would need it, in the wintertime, and a 
Government representative thereafter tells him that he has to pay 16 
cents for it because he did not mix it according to requirement. 
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What difference does it make to you whether he mixed it or not, 
just so he did not put it into human consumption? 

Mr. Morse. I pointed out the care that we went to to put a cutoff 
date on this as new crop cottonseed and soybeans came on the market, 
at harvest time. We did not want this product which we had used to 
meet a shortage period to compete with the new crops. I also call 
your attention to the April 23, 1954, announcement. On page 2 it 
reads : 

All orders to purchase milk and all confirmation of telephone orders must 
state the following: (A) That the order is made subject to the terms of this 
announcement, LD 6. 

The Cuairman,. That is the same as saying to my constituents that 
you assume they read this in the Federal Register. How many receive 
the Federal Register? How many people have seen that order LD-6? 

Mr. Morss. Mr. Chairman, would you think that a man that makes 
that size purchase would do it blindly without reading the conditions 
of the purchase ? 

The Cuatrman. I frequently buy a carload of feed. I do not make 
any inquiries about it. I know what I am paying for but I do not 
want anybody to tell me when or how I am going to feed it. What is 
the purpose of telling a farmer who is not equipped with a big drying 
plant that he must mix all of his feed at one time? If he does, it 
deteriorates in the sacks. It gets gummy, because it is a dairy product, 
because of the nature of it. The big mill operator is in a position to 
protect himself, therefore, he gets it for 3.5 cents and you want the 
poor farmer to pay 16 cents because he did not mix it before the 
deadline. 

You may take him to court. I would like to be his lawyer free of 
charge. I do not think you would collect before any jury on earth. 
I can’t see why that sort of arrangement was made. 

You said he signed a contract. I want to see some of the contracts 
signed by some of the purchasers. I am not going to involve any indi- 
vidual here by name, but I want tosee a contract. I assume from what 
you have said that you did not have acontract. You had an announce- 
ment, LD6, but did not have a contract. 

Mr. Beroer. Yes, we had a contract. 

The Cuarrman. Signed by the purchaser? 

Mr. Bercer. Definitely, yes. 

The Cuarrman. I want some of the contracts filed for the record. 

Mr. Bercer. He did. 

The Cuarrman. A form of bill of lading? 

Mr. Bercer. No. There was a formal contract which he signed 
and should have signed. 

The Cuamman. The contract itself contains a provision that he 
shall mix it before a certain date. 

Mr. Bererr. That is right. 

The CHatrman. How shall it be mixed with cottonseed meal, or 
hulls or is there any particular formula that he has to follow? 

Mr. Bercer. It should be mixed and used prior to November first. 

Out of 573 million pounds, we had less than one-half of 1 percent 
with which we had any problems. 

The Cuatrman. You did not actually require these mill men to 
actually sell it and use it before November 1. You only required them 
to mix it. 
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Mr. Bercrr. That is right. 

The Cuarrman. But you are going to require the farmer to mix it 
and use it? 

Mr. Bercrer. He was required to mix it. The same as the feed 
manufacturer. 

The CHarrMAn. To feed it and mix it, 

Mr. Bercer. No; just to mix it. 

The Cuatmrman. What advantage would it be then to protect the 
soybean people if you are going to let him mix it and put it away 
and use it at a later date? It would still be competitive with cotton- 
seed meal or soybeans. 

Mr. Morse. Mr. Chairman, these feed manufacturers must have 
inventories. They must have feed on location to meet demand, This 
requirement was so gaged and so far as we could see it worked out 
satisfactorily. It gave them a chance to incorporate the dried milk 
in the feeds that they were mixing and shipping and providing to 
dealers for resale before the new protien crop began to move in 
quantity. 

The Cuarrman. Can you put in the record information showing 
how much of this dairy product was sold to individual farmers to be 
used by them for feeding their own livestock ? 

Mr. Mores We will be glad to. 

The Cuarrman. In carload lots or just 1 or 2 or 3 or 4? 

Mr. Morse. We will be glad to supply that information for the 
record. 

The Cuarrman. I would also like to know how many you are calling 
on for additional payments? 


Mr. Morse. Yes, sir; as Mr. Berger says, it is less than one-half of 
1 percent of the sales. 
(The information is as follows :) 


FARMER-PURCHASERS OF NONFAT Dry MitxK Sorips From CCC For Use rn Mrxep 
ANIMAL FEED 


A review of the list of buyers indicates that at least 176 farmers purchased 
nonfat dry milk solids directly from Commodity Credit Corporation. There is no 
sure way of knowing in all cases whether the buyer was a farmer or feed dealer. 
The names and addresses indicated that the above number were farmers. 


STATUS OF CLAIMS UNDER LD—6 SALES OF NONFAT DRY MILK FOR ANIMAL AND POULTRY 
MIXED FEED AS OF FEBRUARY 25, 1955 


Reports from Commodity Stabilization Service Commodity Offices indicate 
that about 334 claims have been filed, of which 39 have been withdrawn, 107 
have been collected and 288 are outstanding. 

The Cuarmman. How many would that be, Mr. Berger, in carloads? 

Mr. Bercer. That would be approximately 214 million pounds all 
told that was not used up on November 1. One man had left 450 mil- 
lion pounds of the dried milk, which was nothing but an error. He 
paid us $59,000. That was because his own people did not read the 
rules and regulations right. It was a feed manufacturer and there 
were some others. 

The Cuarrman. Because he failed to mix it, you mean? 

Mr. Bercer. That is right. 

The Cuatmrman. On a certain date? 

Mr. Bercer. That is right and he paid $59,000. 


59214—55——-22 
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The CHarrman. But he was equipped and could have protected 
himself; couldn’t he? He could have redried it. You all must know 
that an ordinary farmer living out here in Virginia, would not have 
the drying equipment. 

Mr. BerGer. f happen to know the case that you are talking about. 
‘The man had planned to use the dried milk in silage. He would 
have been perfectly all right within the rules if he had put the dried 
milk into his silage, but he ran into trouble in being able to get it in 
his silo because it gummed up in the cutter. And he did not realize 
that that was going to happen. 

The Cuatmman. Do you think it is right, morally or legally, to im- 
pose any additional cost on the man who you say ran into trouble and 
could not comply with the contract that you say he had? 

Mr. Bercer. That is one case that presents a real problem and it 
will be given proper consideration. 

The Cuatrman. You say you know who I am talking about. He 
lives a far distance from my home. He dealt in good faith with the 
Government. If he were trying to put this back into human consump- 
tion, in competition with other dairy products, I would not have any 
sympathy with him. This is one proposition you should write off. 

Mr. Bercer. That will be handled as an individual case within the 
Department. 

Mr. Jounson. I have a case right in point in my district where 
the farmer had the same thing happen. And having had experience 
in the feed business, when you offer a farmer a quarter of a ton of 
dried milk, in the small amounts that is used per ton of feed it is 
almost impossible to my thinking to buy any of that milk. It looks to 
me that the way the Department order is made out it is just of use to 
the big feed manufacturers. 

The CHairman. Mr. Berger explained that I think, Mr. Johnson, 
by saying that if they made it in such small orders, it would be hard 
for them to police it, to see that it did not go into human consumption. 

Mr. Jonnson. The same farmer has some of this on hand and he 
has been writing to my office. 

The Cuatrman. There was nothing in the order to prevent one 
farmer from buying a carload and let his neighbor have part of it. 

Mr. Bercer. We had to write the regulation tight because we were 


dealing with human consumption milk at a much reduced price. We 
had to write it so tight that we could not allow that sort of redistribu- 
tion. Each farmer who had a part of that car had to buy it from us 
directly and he had to certify that he was going to mix the dried 
milk within the specified period and he was going to use according 
to the regulation. 

The CHatrrman. Under your present program a feed mixer cannot 


buy this dried milk and put it back into human consumption; can he? 
It must be mixed. 

Mr. Bercer. That is right. And must be used in livestock feeding. 

The Cruairman. In livestock feeding? 

Mr. Bercer. That is right. 

Mr. AnpreseNn. Mr. Chairman, you brought out a good many points 
here that would indicate that you are an expert dairyman. 

The Cuarrman. I have been sitting a few feet from you for many 
years, so I should be. 
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Mr. ANpREsEN. Mr. Morse, I didn’t know that you were going to be 
here this morning until I came down here. Otherwise I might have 
been fortified. 

Mr. Morse. That suits me all right, Mr. Congressman. 

Mr. Anpresen. I did notice the statement that the Secretary made 
and which you repeated here today that he had thanked this com- 
mittee for helping provide legislation to solve this problem, and I 
just would like to remark on that we not only helped, we did it. And 
it was what this committee formulated when the Department had no 
recommendations that our committee itself sat down and wrote out 
what was in the law of 1954. You have no recommendations now for 
an improvement on the programs as I understand it. 

Mr. Morse. That is correct. Now whether there will be later— 
as we continue to study the dairy problem and watch developments— 
1 could not say. But as of now, we would like to see these develop- 
ments and these programs work themselves further along. 

The Cuatrman, Today is March 2 and time goes pretty fast around 
here. It may not go as fast down in the Department. If we are going 
to enact legislation and give you additional authority we should do 
so. The Department did. not make any recommendations last year, 
and has made no recommendations this year. We, on the committee, 
who are concerned with the agricultural products, including dairy 
products, feel that we must formulate a program and begin legisla- 
tion. So I hope that if you have matters which you are studying, 
we can have the benefit of your views and recommendations before it 
is too late. 

Mr. Morsr. We do have some further studies in process. One study 
has to do with marketing orders, another has to do with an analysis of 
the work of the $50 million authorization for additional milk for 
schools. The best figures from which to work will be those for Janu- 
ary. Prior to then, the program was in early stages of development. 
We would prefer to analyze the January figures. I have given two 
instances in which we will have additional analysis—we hope not 
too long in the future. 

The Cuarmman, I want to go over those before I complete my ques- 
tions, but before doing that, I notice the Secretary said that if you 
raised the support price on dairy products 5 points that it would cost 
$125 million. It would produce, I think he said, 1 billion extra pounds 
of milk. I don’t see how it could do it, unless you feed more of this 
high-protein cheap milk powder to cows so that they could produce 
more milk. If it would produce 1 billion pounds more milk, an in- 
crease of 5 points in the support price, would increase manufactured 
milk approximately 20 cents a hundred. That certainly would not be 
$125.million. That would be around $25 or $30 million. 

Mr. Morse. The $125 million figure is the result of the best analysis 
that we could make. 

The Cuatrman. Who made that analysis? Who, in the Depart- 
ment, came up with those figures? Did you do that, Mr. Paarlberg? 

Mr. Paarwpere. It is in the dairy report that was transmitted on 
January 3 in accordance with the requirements of the law. 

The Cuarmman. How did you arrive at that figure of $25 million 
or maybe your associate here, Mr. Wells, figured that $125 million. 
I'd like to know how you arrived at that figure. 
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Mr. Paartperc. Dr. Waugh, from the Department of Agriculture, 
AMS, was in direct charge of that study and he is here today. He 
might explain the analysis which underlies the statement in the Secre- 
tary’s testimony. 

Mr. Waveux. This estimate is based on the regular research that we 
do on prices, consumption, and production. I cannot tell you all of 
the details because, as you know, this involves quite a lot of computa- 
tion. We have a good deal of research on the effect of changes in price 
both on consumption and on production. And this just is the figure 
that comes out of our calculations. That involves some rather techni- 
cal things like elasticity of demand and elasticity of supply. I cannot 
answer you much more in detail without giving you rather technical 
statements. 

The Cuarrman. Your calculations show that it would increase pro- 
duction by 1 billion pounds, do they ? 

Mr. Wavuau. That depends. I think it is harder to estimate the pro- 
duction and consumption because, if you increase the price, say, five 
points, it probably would have no immediate effect on production at 
all. But over a longer run, say a period of 1 or 2 years, it would. What 
we were figuring is a little longer run, that is, what the effect would 
be, what it would show over a period of 1 or 2 years. 

The Cuatrman. How many years? 

Mr. Wavenu. One or two years. 

The Cuatrman. Assuming that the support price on dairy products 
is increased 1 percent, or one point a month beginning August 1, until 
you have 5 percentage points? 

Mr. WaueH. Yes, sir. 

The Cuarrman. Would that have any effect on consumption or the 
increase in production ? 

Mr. Waveu. Yes, sir. It would not have a big enough effect, but it 
would have some. 

The Cuarrman. When the support price was fixed by Secretary 
Benson a year ago last March at 90 percent, we produced 122 billion 
greeny and after he cut it we produced 124 million pounds last year, 

ow do you account for that? 


Mr. Wavau. That is correct. I think it is partly what I said that it 
takes a year or two for these changes to happen. 
We have been supporting prices as you say at 90 percent which was 


encouraging, and increased production. I think we would have had a 
somewhat greater increase in production this year and next if we had 
“— the support at 90 percent. 
he Cuarrman. You would have to have more milk cows? We 

only have 24 million head of milk cows in the country or around that 
figure, as against 27 million milk cows in 1944 and 1945. 

Mr. Wavueu. Yes. Of course there are two things as you know bet- 
ter than I. 

The Cuarrman. I don’t claim to know anything better than you. 

Mr. Waveu. There are two things, though. The number of milk 
cows which changes very slowly but which will change some if you 
have a high price over a period of years since there will be some en- 
couragement to increasing the number of milk cows. And there also 
is Ses anime of feed that you give to cows which can be changed more 
quickly. 
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The Cuatrman. The amount of feed ? 

Mr. Waveu. Yes. 

The Cuarrman. You mentioned feed. A high-protein feed has a 
tendency to produce more milk? 

Mr. Wave. Yes. 

The CuairmaNn. If we reduce the price or you reduced the price of 
dried milk powder, which has high-protein content, to 314 cents a 
pound, from 16 cents a pound, and that was fed to dairy cattle, was 
the result of that to increase the production of milk this last year to 
124 million pounds? 

Mr. Morse. May I speak to that? 

Always in the operating incomes of dairy farmers and poultry 
farmers there is the cost of feed. As you know about half of the 
cost of producing milk normally is feed cost. So here were the dairy- 
men along with poultry men particularly and others, who were 
faced with high feed costs, abnormally high costs of protein feeds last 

ear. There was great concern about the income of dairy farmers. 

o here was a method by which their costs could be reduced. Further, 
if there had not been an additional supply of protein put into this 
shortage situation last year, we could not figure out where farmers 
would get their usual amounts of protein feeds. Of course, they could 
have cut back feeding or unbalanced their rations, That would again 
have had quite an impact on their income. 

The CuHairman. We recognize this, that the cow is a sort of a 
factory. You feed her high-protein feed and she will produce more 
milk. I remember very well when you were here a year ago, and the 
Secretary argued that if the support price were reduced to 75 per- 
cent, it would decrease production of milk last year. That was his 
argument. I argued that farmers would increase production, which 
they did, in order to keep up their income, and the figures from your 
Department today confirm my statement. 

Mr. Morse. That may be the short-run effect. The present pro- 
duction rate is below a year ago. 

The Cuarrman. You have operated only 1 month, or 2 months now 
under the short-run effect. I suppose you are dealing with the calen- 
dar year, or are you dealing as of last July 1? 

r. Morse. The reduction is coming into the picture now. I believe 
it showed up first in December, if I remember the figures offhand. 
Dairying is one of our most stable industries as to production rates. 
As you brought out, cows continue to produce. This down trend or 
leveling off is bringing production in line with markets. The problem 
has been attacked on a number of fronts. You may recall that we 
moved out rather aggressively to get more culling of dairy cattle. 
Then there were additional funds provided for brucellosis work. The 
statistics for 1954 show a stepped-up rate of culling as against a figure 
of 22 out of 100 cows in former years. The culling rate went up to 
over 25 out of 100 cows. There is evidence of the Fact that farmers 
have weeded out some of their low producers. That normally will 
step up the profits of the individual farmer. 

Further, there is plenty of evidence in farm-management studies 


that the increased use of feed on many dairy farms is a quick 
way and an easy way to increase milk production. but not always the 
most profitable. That is especially true for grains and the protein 
feeds. But that is not always the most profitable way to produce milk. 
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If farmers would make use of more high quality forage it would 
increase their profits. In fact there are instances in some areas of 
the United States where farmers by cutting back on the use of grains 
and protein feeds and making more use of good pasture and hay, have 
increased their profits, even though they got less milk. So that reduced 
feeding does not necessarily penalize farmers. 

The Carman. Last year they not only made use of their grass 
and hay, but they also fed this high protein milk powder with other 
feeds, in order to produce more, to keep up their incomes. 

Mr. Morse. These are very interesting observations—if that is an 
argument for letting farmers go through the feed cost squeeze last 
year because of the abnormally high protein costs. We got most argu- 
ments to the effect that farmers needed relief from such abnormally 
high protein feed costs. 

The Cuarrman. In the dairy industry they are still going through 
the squeeze. High protein or high feed prices and the same income 
they had, dollars ail cents that they had fast year, isn’t that correct? 

Mr. Morse. They have been able to make a number of adjustments 
which should be giving individual farmers a more favorable situation. 

The CHarmMan. What are those adjustments? 

Mr. Morsr. They have more reasonable feed costs. 

The CHarrMan, No. 

Mr. Morse. Yes,sir. The protein feeds we have been talking about 
are now priced at a much different level than they were a year ago. 

The CHatrman. You discontinued that program ? 

Mr. Morse. Yes, but the supply, the new crop of soybeans, the 
largest that we have ever produced, and the cottonseed meal, that 
came in as crushing got underway in the fall and winter, protein feed 
is available now at much lower prices. In addition, when farmers 
cull out their low producing cows they invariably move toward a 
more profitable operation. Through the extension service, and the 
other facilities available, we have been encouraging that type of adjust- 
ment in the management programs of the individual farmers. They 
should be in a more favorable position than they were a year ago. 

The Cuairman. That is not in accordance with the reports I have 
received, and my personal observation. Be that as it may, getting 
back to this short program, you have not taken any position, or are 
you opposed to increasing the support price, the way I mentioned, 
1 percent a month for 5 months? 

Mr. Morse. Yes, sir, our position would be in opposition to it. 

(Mr. Poage assumed the Chair.) 

Mr. Anpresen. You want to leave that as it is? 

Mr. Morse. Yes, sir. 

Mr. Anpresen. Under the milk marketing orders the Secretary 
fixes the minimum price that is paid for class A milk? 

Mr. Morse. Yes; that is done after hearings. That is the minimum 
price; yes, sir. 

Mr. AnprESEN. That is done by the Secretary ? 

Mr. Morse. Yes, sir. 

Mr. AnpresEN. Is that in the nature of a support price? 

Mr. Morse. No; it isnot soconsidered. It isa minimum price. It is 
a regulatory measure, and in accordance, of course, with the legisla- 
tion which Congress has provided. 
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Mr. ANpRESEN. But it has nothing to do or no intent to be a support 
price ? 

Mr. Morse. It is not so designed. 

Mr. ANpRESEN. Well, it all depends on the way it is interpreted and 
administered in the Department, isn’t it? I have seldom found laws 
interpreted or administered the way we intended them in Congress. 
What is the intent of the Department, when they fix a minimum price, 
under the milk marketing orders ? 

Mr. Morsr. Mr. Forrest is here, who can speak to that question and 
answer more directly than can I. 

Mr. Forrest. The minimum price we set is supposed to reflect the 
supply and demand conditions in the particular local marketing area, 
and be high enough to assure an adequate quantity of milk for the area. 

Mr. ANnprEsEN. Is it tied into manufactured milk or butter or 
cheese any more? 

Mr. Forrest. Yes, most of the areas which we regulate have a direct 
tie-in to the manufacturing price. 

Mr. ANprESEN. But the sole purpose of it is, as I understand it, 
when you approve a minimum price, not as a support price but to 
assure adequate production ? 

Mr. Forrest. It reflects supply demand conditions and to assure 
an adequate supply of milk. 

Mr. y wsodhen It affects the demand, too, in addition to the supply ? 

Mr. Forrest. Yes. 

Mr. Anpresen. That has nothing to do with the support price pro- 
gram to assure adequate production or income of the farmers so they 
can produce an adequate supply. 

Mr. Forrest. That is right, sir. 

Mr. Anpresen. Well, I am somewhat confused. You have two pro- 
grams in dairy products. One for fluid milk, that encourages increased 
production. Such as you have in the New York milkshed, where they 
are now producing such a large volume of milk that the blended price 
is about a dollar or so more than the price for manufacturing milk out 
in the Midwest. And they are going into the manufacturing of butter 
and cheese to a great extent up in New York and in some other milk- 
sheds. Isn’t that correct ? 

Mr. Forrest. I do not think that is entirely so. I do not think that 
the production in the New York milkshed has increased any more than 
what it has throughout the country. 

Mr. AnprEsEN. What is the blended price that the farmers receive 
in the New York milkshed ? 

Mr. Forrest. I don’t have that figure at my finger tips. 

Mr. Anpresen. You have been working on this for so many years. 
I think you were the original father of the idea back in 1937. You 
ought to have those figures right in mind. 

Mr. Forrest. I can give it to you by reading it off. 

Mr. Anpresen. All right. Give us the class I-A price and also the 
blended price. 

Mr. Forrest. Blended price in New York for the month of January 
was $4.17 for 3.5 milk. 

Mr. Anpresen. What is the manufactured price, we will say, in 
Rochester, Minn., for manufactured milk? 

Mr. Forrest. Well, I think the price is running for 3.5 milk a little 
above $3 in January, probably around $3.10. 
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Mr. AnpresEen. Let me put you straight on that. It was $2.90. 

Mr. Forrest. At Rochester, I was taking that Midwest area—that 
Midwest area was running a little higher. I think Rochester might 
have been one of the low parts of that area. 

Mr. Anpresen. The same way through the whole district. It is 
the same way. Probably in most of Minnesota. 

Mr. Morsg. The February 15 price of all milk paid to farmers in 
Minnesota was $3 ; in the State of New York, $4.20. 

Mr. Anpresen. That is $1.20 over. Was that the blended price you 
gave there? 

Mr. Morse. This is the official price estimate, average price received 
by farmers, as of February 15, for all milk. 

Mr. AnprEsEN. I just want to make an observation. Is it the theory 
of some people in the Department that we have got to do away with 
manufactured milk ? 

Mr. Morse. Not that I know of. 

Mr. AnpreEsEN. Going into manufactured products? 

Mr. Morse. Not that I know of. 

Mr. AnpresEN. $2.90 a hundred for milk, and considering still the 
high price of feed, the high price of labor and everything that goes into 
operating a dairy farm, why these dairy farmers are not going to 
stay in business very long out in the Midwest. 

Mr. Morse. I believe that the trend in cow numbers and heifer 
numbers does not indicate that dairy farmers are planning to go out 
of business. 

Mr. Anpresen. Do you have the figures for 1954, the 1954 census? 

Mr. Morsse. The January 1 figures on livestock shows that last year 
cows and heifers, 1 and 2 years of age declined 1 percent for the 
country asa whole. But in the West, and West North Central regions, 
that includes Minnesota and Iowa, the 2 regions, showed increases of 
1 percent, and 2 percent, respectively. The West North Central region 
which includes Minnesota, Iowa, the Dakotas, shows increases in 
heifers last year as against a reduction for the country as a whole. 
It shows an increase for that area of 2 percent. 

Mr. AnpresEn. Is that in the census that was taken in the fall of 
1954? 

Mr. Morse. No; this is the January 1, livestock estimate. 

Mr. ANnpresEN. It is only an estimate. It is not a count. I suppose 
there are a few people in each area that make an estimate of what 
the situation is in their area. Isn’t that correct? 

Mr. Morsz. It is based on quite extensive surveys. I believe the ac- 
curacy of these figures has stood up very well in past years. 

Mr. Wells is here, if he wants to amplify my statement. 

Mr. Wetts. These are the estimates, Mr. Rudtenen, of our statis- 
ticians in each State. We will check them against the census when 
the census material is tabulated and becomes available. That will be 
12 or 15 months from now. 

Mr. AnpreseN. They should be available now. 

Mr. We tts. It will be 12 months from the time the census was taken. 

Mr. AnpreseNn. Then they will be out of date and we will have to 
take another census. Let me get down to the present price-support 
program. 

Mr. Morse. Mr. Andresen, you referred to the Federal marketing 
orders. 
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There are all or parts of some 35 States that have minimum milk 
prices. The State authorities figure strongly in that. Of course we 
have no control over State regulations. 

Mr. ANpbrEsEN. I recognize that that is what you are getting in 
the State of New York, at the present time, isn’t it, the State law is 
operating, where they have formed a milk pool and the State is fixing 
the minimum price. 

Mr. Morse. I cannot tell you about that individual State. Are you 
familiar with it, Mr. Forrest ? 

Mr. Forrest. We have a joint program with the State of New York 
for the New York metropolitan marketing area. Under that program 
there is a formula which calls for a reduction in the price starting in 
the month of December. There has been we understand a voluntary 
agreement between producers and the dealers in the New York area 
that the dealers will continue to pay a price higher than the minimum 
price we established. That agreement is not under the Federal-State 
program, however. 

r. ANDRESEN. We will go into that at a later date. When you 
come before our committee we will discuss that. We are in the process 
of drafting a bill. We want to include something in here to give 
certain relief to the dairy farmers if it can be done. It is difficult to 
get the various dairy organizations to agree on anything, and there- 
fore it looks as though we will have to do as we did last year. Come up 
with certain, what we feel are constructive ideas to help solve the 
problem. The Secretary indicated, you also indicated, that the school 
milk-lunch program has worked pretty well so far as it has gone. 
This committee provided $50 million a year additional for the school- 
lunch program for a period of 2 years. 

Mr. Morse. Yes, sir. 

Mr. Anpresen. The Secretary said he would like to have it run a 
little longer before finding out or coming to any conclusion whether 
there should be an increase in it. Do you know how many school 
children are getting the benefit of this school-milk program ? 

Mr. Morsr. I have that information. 

Mr. ANprRESEN,. I think he said there were some 6 million. 

Mr. Morse. As of February 11, there were 45,591 schools that had 
been approved for participation in this program. This was 5 months 
after the program was first announced. Of course it takes time to 
get a new program like this operating. 

There are some 56,000 schools participating in the national school- 
lunch program. So when you compare the figure of 45,591 against 
56,000 it is quite a favorable relationship. I do not believe we yet 
have the figure on the number of children in the school-lunch program. 

Mr. Wetts. May I come into that? The figure of approximately 
46,000 schools participating—— 

Mr. ANnpDREsEN. 45,000? 

Mr. Wetts. 45,000-plus participating. 

Mr. AnpresEN. There must be more than that. 

Mr. Wetts. That is our latest count. We do not yet have the number 
of children nor the volume of milk associated with it. But the figure 
we have up to now for the number of schools in the milk program 
is equivalent to 80 percent of the schools in the national school-lunch 
program itself where we know there are about 11 million children 
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enrolled, and we have 80 percent of that number of schools now covered 
in the school milk program. So we are moving up 7 or 8 million or 
more children, I should think. 

Mr. AnprEsEN. Will the 7 million if they continue to get additional 
milk, up to the end of the present school year, will that 50 million 
be adequate to take care of that? 

Mr. We ts. It is very doubtful. Let me say this: We are trying to 
get in by early April the best analysis of operations and prospective 
demands that we can get. We believe at the present time that we 
have built the special milk-school program up to where at an annual 
rate or 9-months-school-year basis, we are now spending close to $40 
million. 

Mr. ANDRESEN. $40 million ? 

Mr. Wetts. You understand the bill which provides for the school 
milk program was passed, as I remember, last August, we got into 
operation in September, and you can well realize it takes some time 
to build it up. We think we have built up close to an annual 9 months 
rate of $40 million at the present time, and we hope in early April to 
have a thoroughgoing analysis of where we stand at the end of January 
with these 46,000 schools participating plus some appraisal of what 
we think the future possibilities are. In other words, I would not 


personally be surprised if we do not end this school year right up 
against the $50 million. 

Mr. AnpresENn. I have been informed that here are approximately 
33 million students ? 

Mr. Wetis. That is right. 

Mr. AnpresENn. In the schools of the country ? 


Mr. Wetts. That is correct. 

Mr. AnprEsEN. That is from high school on down. [If all of them 
were to be taken care of, they could use up the surplus in this country 
without much difficulty. at I had in mind was to ask this com- 
mittee to increase the appropriation, or the allocation of Commodity 
Credit funds because after all that is what it is, by $25 million for 
= year and then for the following year, beginning July 1, 56 
million. 

Mr. Morse. We would want to reserve judgment certainly until 
we can get the analysis to which Mr. Wells has referred. 

Second, the committee as well as we in the Department, would want 
to weigh the proposal in the light of the cost that has already shown 
up in the various dairy stabilization programs. 

Also consider the costs that are ahead of us. Last year, 1954, the 
dairy stabilization costs amounted to $219 million. To date the costs 
of the dairy programs have been $521 million. 

The estimates projected ahead for 1955 dairy costs will run sub- 
stantially ahead of 1954. We all ought to look at any proposal in the 
light of the accumulating costs. 

Mr. Anpresen. I recognize the problems there. My theory is, 
maybe I am wrong, that if we get the American people to use more 
milk, there will be.less manufactured products produced. Am J 
wrong in that? 

Mr. Morse. That would be the longer run effect, and that is part 
of the reason that it is felt that this was a good use to be made of 
surplus dairy products while they are in such large supply. 





PRICE SUPPORTS FOR BASIC COMMODITIES 341 


Mr. AnprEsEN. Then you are not quite sure if the great consump- 
tion of milk will bring about a reduction in the manufactured 
products? 

You are not qiute sure about that; are you? Maybe I am wrong in 
that, in thinking that. 

Mr. Morse. We want to reserve judgment on further school lunch 
proposals‘until we see this further analysis now in process. But with 
the various.trends of increased consumption, adjustments in dairy 
cattle numbers, the increasing population, and other developments 
that are taking place in the dairy industry, our present view would 
be that we ought to let present programs show the extent to which 
they will bring the desired adjustment before moving forward with 
any major changes. 

Mr. Anpresen. Would you have objection to our committee taking 
affirmative action of its own, and if we do, will you carry out the law 
passed by Congress in that respect ? 

Mr. Morse. Mr. Congressman, I took a very solemn oath to admin- 
ister the laws, and I certainly will bend my best efforts to try to make 
any program work to the very best advantage. 

Mr. Anpresen. I think you are trying to do that. Of course, we 
would like to have the experts in your isebetinestt come up with a 
few ideas, too, so that we laymen here who are not so familiar with 
the subject and have something to work on, from the experience that 
you have had. 

Mr. Morsr. We want to be as helpful as possible. If there are any 
possibilities in exploring new suggestions, we hope that you will call 
on us for any help we can furnish. 

Mr. Anpresen. Do you know of any better place for Congress to 
provide some funds to do away with surplus milk in this country 
than.to give or at least help give it to the American schoolchildren ? 

= Morsr. I certainly will agree that that is constructive use of 
milk. 

Mr. Anpresen. Rather than trying to find ways and means to sap 
it out of this country and give it to somebody in some foreign country? 

Mr. Morse. I made my reply as I did sn I think we would 
want to look at some 77 million pounds of butter, 58 million pounds 
of cheese, and some 56 million pounds of nonfat dried milk going 
into domestic relief. In some of the unemployment areas, and for 
aged people and people in some of the institutions the need is quite 
acute. 

Again I think we need to look at uses before we conclude that one 
is more constructive than the others. 

Mr. Anpresen. Let me ask you another question because my col- 
league from Minnesota wants to ask a question or two. Can you see 
any reason why we should not continue the brucellosis program for 
another year after July 1, 1956? 

Mr. Morse. I am not sure that is in line with our recommendations. 

This is.Mr. Clarkson, whois charged with the regulatory work. 

Mr. Anpresen. I understand, from information that I have re- 
ceived, that it is estimated that around 350,000 cows will be slaughtered 
who are affected with brucellosis for this year, and over 500,000 for 
the next fiscal year. 

Mr. Crarxson. About 250,000 this year. 





342 PRICE SUPPORTS FOR BASIC COMMODITIES 


Mr. Anpresen. And what is your estimate for next year ? 

Mr. Ciarkson. It may runas high as 500,000 next year. 

Mr. AnpresEN. I have the letter up in my office, but I did not know 
that you were going to be here. 

Mr. CuarKson. Those are the figures that are in that letter. 

Mr. Anpresen. Of course that will not do away with all brucellosis 
disease in the country. 

_Mr. CrarKson. No, sir. 

Mr. AnprEsEN. I was thinking that this committe might authorize 
the extension of that for another year so as to see if we could not 
taper off and get it cleaned out like we have TB pretty well cleaned 
out. 

Mr. CuarKson. There is no question that there will be a sizable 
problem left on brucellosis after July 1, 1956. However, during 
these 2 years, with the outlook we have, we feel confident that a 
number of the States will be able to achieve what we call a modified 
certified status, which is a very good position insofar as this disease 
is concerned. And will allow free movement of their milk. 

Mr. ANnprEsEN. Do you think it is a good idea to try to free our 
country from brucellosis ? 

Mr. CiarKson. I certainly do. 

Mr. ANprRESEN. Just as important possibly as getting rid of TB 
in cattle? 

Mr. CiarKson. Yes, sir; it is. 

Mr. ANpRESEN. That would be a wise, sanitary move for us to make 
here if we would follow through on the program of that kind. 

Mr. Morse. Congressman Andresen, I was just checking with our 
budget officer here, on the 1955-56 budget figures. He says that the 
extra $15 million is in the budget. As you know, we have been en- 
couraging and in many instances requiring, State participation. It 
becomes a question of how far we should spend Federal money as 
against the cost that should be borne by the States. 

Mr. AnpreEsEN. This was in addition, what we have done here, what 
we did last year, that was in addition to the regular appropriation ¢ 

Mr. Morse. Yes. 

Mr. ANpresen. And the State appropriations? 

Mr. Morse. Yes. 

Mr. ANnpresen. And the funds were ordered taken out of the com- 
modity credit funds as a part of the price-support program. That is 
the way it has worked ; has it? 

Mr. Morse. Yes, sir; that is correct. I am aware of that. That 
will continue through the 1956 fiscal year if our budget recommen- 
dations are followed. That is as far as we have gone in establishing 
& position. 

Mr. ANpresEN. I yield to my colleague. 

Mrs. Knutson. Do you feel that lowering the prices of dairy prod- 
ucts from 90 percent to 75 percent will shift dairy farmers out of 
dairying? 

Mr. Morse. Only to a limited extent. I think it will encourage a 
sharper analysis of their operations. In line with our set-up in educa- 
tional work, there will probably be some culling of low-producing 
milk cows, and normally that means more profitable dairying. There 
will be a number of adjustments by farmers. There are always certain 
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farmers who may be milking a few cows who are not too much con- 
cerned about whether they continue to milk cows or expend their effort 
on some other type of farming operation. 

There will be some of those that will tend to drop dairying out of 
their farming operations. 

Mrs. Knutson. Didn’t you make a statement at one time to this 
effect, that we might as well face the fact the small farmers are going 
to get smaller and large farmers are going to get larger and do you 
mean that the efforts should be made to promote large farms, should 
dairy supports be held lower than the smaller farmers’ costs of 
production ¢ 

Mr. Morse. I do not recognize that kind of a statement. 

Mrs. Knutson. Well, that is the statement that I heard about your 
making onetime. Would you put us straight on it ? 

Mr. Morse. What was the source of it? I have been misquoted as 
Congressmen are at times misquoted. There have been some widely 
advertised misquotations from me. I guess that is part of Washington 
life. But I do not recognize the statements to which you refer. 

Mrs. Knutson. The policy of this administration then would be, if 
this were the case, to eliminate the small farmer if he could not stand 
the shock of these lower prices, wouldn’t that be it? 

Mr. Morse. There js no reason why the adjustments in milk prices 
should eliminate anybody who is efficient with dairy operations, 
whether they are large or small. However, there are extensive studies 
in your State, which show that if you are going to have the most 
profitable dairying you must have quite sizable dairy herds. 

I think you will find the more efficient, lower cost dairymen in your 
State will have milking herds from 30 to 80 cows to get the most 
efficient dairy operation. 

Mrs. Knutson. Let me call your attention to this article in the U. S. 
News & World Report, dated February 18. The article tells about 
farming in Russia. It reads: 

The numbers in livestock in Russia have dropped from 8 million since 1928, 
while the population has increased 60 million. Now this drop is attributed to the 
result of inadequate price incentives for fair standards of living. 

Has the Department of Agriculture studied these facts before making 
this decision to withdraw 90-percent support ? 

Mr. Morse. We are familiar with such reports. Also we consider 
the recommendations of the colleges and experiment stations as to the 
methods that farmers can employ to get lower cost milk production 
and more profits. 

We expect to see dairying continue and the needs of our growing 
population will be met in the foreseeable future. 

Mrs. Knutson. This article also quotes an American farm special- 
ist, saying: 

You cannot put farming on an 8-hour shift and expect to raise livestock suc- 
cessfully. Try to turn farming into factory work and you might grow grain 
but you cannot develop a livestock economy. 

In other words, livestock needs care and affection. Have you 
measured the possible adverse result in our country in this drive 
toward large farms? 

Mr. Morse. You may know, I have spent all of my life in farming, 
or farm management. For 26 years, I was in the farm-management 
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business and working with farmers over about half of the United 
States. 

So I am quite familiar with the fact that you do not farm on an 
8-hour basis, especially if you are operating a dairy or livestock farm. 
You are with your livestock when you need to be there, and giving 
them personal attention if you make a success as a farmer. 

Mrs. Knutson. That is right. 

Mr. Morse. I called to the attention of this committee, when I was 
before it a year ago, that I had been to a meeting of dairymen out in 
the Midwest. I was inspired by the talks made before the meeting by 
farm leaders to the effect that: “Sure these adjustments in dairying 
are difficult, but farmers have many unused opportunities to increase 
their efficiency.” They can still continue on a profitable basis. The 
primary job is to be done out on the farm the meeting was told. While 
we are using these mechanisms and assuming costs in behalf of the 
Government to help stabilize the dairy situation, farmers have this 
opportunity to produce milk more efficiently. They are making use 
of such opportunities. 

Mrs. Knutson. Mr. Morse, because of the prices they are really 
being adjusted right out of the picture. 

Mr. Morse. No, they are not being adjusted out of the picture. 

Mrs. Knutson. We have about 150,000 to 200,000 new farmers to 
replace the dying and retiring ones. What about the beginner 
farmer, how can he start on prices like this? He really can’t. 

Mr. Morse. They are. 

Mrs. Knutson. I wanted to clarify one thing. The Department 
of Agriculture and Secretary Benson has the power to support dairy 
farmers production and products at any point from 75 to 90 percent. 

You will under your policy support only at 75 percent and the 
farmers to get 90 percent only if the market brings it. Is that right? 

Mr. Morse. The Solicitor has the law before him here, and the law 
spells out a number of criteria. The adjustment which the Secretary 
made from 90 percent to 75 pore was to comply with the law. We 
asked our Solicitor and his legal staff, to determine if that, was neces- 
sary under the law. Part of the criteria is what is necessary to insure 
an adequate supply of milk. 

Previously, I used the term “meet the needs” of the people in the 
United States. I want to qualify that statement. We are not meet- 
ing the needs. We are more than meeting the demand at present 

rices. Nutritionists tell us that we need to be using a lot more milk 
in this country. Our promotional efforts and that of the dairy indus- 
try is in the direction of meeting the need beyond what present 
demand is. 

The support price that has been projected ahead is at the same 
dollar- level for the next marketing year. That. will be about, 80 
percent of parity on milk after April 1. It is 76 percent on butter. 

Mrs. Knutson. Our problem really lies in distribution, is that 
what you figure? 

Mr. Morse. We have here an example of how we are bringing sup- 
ply and demand into adjustment for more profitable farming, not by 
any 1 attack or any 1 adjustment, but with a number of adjustments. 
That is the approach that has been made to this dairy problem. 
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Culling of unprofitable cows, increased consumption—this brucel- 
losis ‘program helps in getting disease out of dairy:herds. Such cows 
tend to add to the supply of milk regardless of whether it is profitable 
production or not 

Mrs. Knutson. We need more, we need to strengthen the supp] 
and demand program, you mean ? 

Mr. Morssr. They do need to be brought into adjustment, if we 
arp gping to have a healthy, profitable dairy industry. 

rs. Knutson. Just one more question, Mr. Morse. I realize your 
department probably does not have a position on this but personally 
in your own opinion, would you feel that milk is the basic farm com- 
modity in a sort of nonlegislative sense of the word ¢ 

Mr. Morse. I suppose the question is whether I would give milk a 
legal terminology along with the six basic crops. My answer to that 
would be definitely, no. So far as being one of the most important 
of our agricultural enterprises and one of the most important as far 
as the health and nutrition of the American people is concerned, 
dairying is certainly one of the most important farm enterprises. 
It is the second most important in the amount of cash farm income 
produced for American farmers. 

Mrs. Knutson. We sort of agree then, Mr. Morse, just to split 
hairs on that one. 

Mr. Morse. If we are going to have profitable dairying in the fu- 
ture, we are not going to accomplish it primarily with price supports. 
We may tend to stagnate an industry here, one of the most important 
agricultural industries, by an accumulation of surplus perishable prod- 
ucts. These surpluses overhang the markets and depress the markets 
as long as we perpetuate such situations by governmental programs. 


We ought to have a stabilizing progam that helps farmers through 


these difficult adjustment periods and gives them protection against 
abnormally low prices. They can then get on a basis 

Mr. Anpresen. I yale to you. 

The surplus problem is the problem, isn’t that correct? The sur- 
plus is the problem. 

Mr. Morse. The immediate problem. But as I say, we are moving 
in the right direction—if we did not have surpluses piled up in the 
hands of the Government we would not have any problem for dairy 
products. 

The Cuarmman. You would still have brucellosis. 

Mr. AnprESEN. You would have disease, you cannot get away from 
that even among human beings. If the Department would get busy 
and dispose of the surplus products that you have on hand now, why 
then we could let supply and demand at the market level which would 
be above the present support price. I am satisfied of that. 

Mr. Morse. We are moving in that direction. If this trend is not 
reversed, we have quite a hopeful outlook. A continuation of price 
supports at 90 percent would have given us quite a different picture 
at this time. 

The CuarrMaAn. Will you yield? 

Mr. Anpresen. Let me finish up on this question. You do not 
agree, then, that the surplus is the problem ? 

Mr. Morsz. I agree that it is part of the problem, sir. 
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Mr. ANnpRESEN. Don’t you agree that if we did not have these large 
surpluses of dairy products piled up in this country that we would 
have a higher support or higher price level for dairy products? 

Mr. Morsg. We would have periods in which the market would go 
above supports as it did last fall when we sold back into the market 
part of the surpluses. 

Mr. ANpbrEsEN. It went above because we still had the surplus 
problem but you were not selling any of it, to speak of, down in the 
Department, but was not going into Government hands because the 
commercial price was above the support price? 

Mr. Morse. Yes, sir. If you define the dairy problem, you would 
have to go quite at length into describing it. We have come through 
a war and a postwar period and then a Korean war. The inflationary 
periods invited operations on a basis where costs were not watched 
as closely as people are now having to watch them, as they come into 
a more nearly peacetime situation. So our total problem in dairy- 
ing cannot be explained simply. 

Mr. AnpresEn. I would like to have a good argument with you on 
that, but I won’t do it now. I have been on this committee over 28 
years and our problem has been dealing with surplus, surpluses of 
wheat, cotton, tree, peanuts, tobacco—they have to restrict acreage of 
all of these commodities because we have produced too much. We 
produce a surplus. They couldn’t get rid of it. 

We did not have much of any problem here before yellow-colored 
oleomargarine came into the picture. We disposed of the dairy prod- 
ucts in the market. And because of that competitive synthetic prod- 
uct coming in, taking over a very good portion of the butter market, 
why we created these surpluses in this country of butter. So that if I 
am wrong in my thinking, we have been wrong here for a good many 
years about thinking that the surplus problem has not been the one 
to deal with. 

The Cuarrman. We did not have any surplus in cotton until the 
synthetics came into the cotton market. 

Mr. Morsg. I think it all adds up to a dynamic changing economy. 
In the last 20 years we have had a very great shift in the direction 
of marketing more of our milk products in the form of whole milk. 
There are many changes coming into the farm picture and as the 
chairman points out we have had synthetics and other substitutes, too. 

Mr. Anpresen. People have still to eat. 

The Cuarrman. So do we have to wear clothes. 

Mr. Anpresen. They can walk around without clothes. They have 
got to eat. Otherwise they don’t survive. They may not eat as 
much, that is, as they should. They have still got to eat. They can 
get along without clothes. 

You can get an old suit here from the chairman. 

The Cuarrman. What are you supporting dairy products at now? 

Mr. Morse. At the present time it is 75 percent. However, it al- 
ready has been announced that the same dollar figures will be con- 
tinued following April 1. 

The Cuarrman. What will that be? 

Mr. Morss. That will reflect about 80 percent on the manufactured 
dairy products, and 76 percent on butter for the year beginning 
April 1. 
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. ANpRESEN. That is under the new calculation ? 
. Morse. Yes, sir. 

. AnprEsEN. For manufactured milk? 

. Morse. Yes, sir. 

Mr. Anpresen. Which leaves the farmers the same income or dollar- 
and-cents income as they received at 75 percent of parity? 

Mr. Morse. Yes, the same dollar figures; on the parity basis, as I 
say, it will be 80 and 76. 

The CuHarrMan. Have you and your associates given any considera- 
tion to the advisability or desirability of trying to fix some control 
program through which you could bring about a better balance be- 
tween supply and demand ? 

Mr. Morse. That is discussed in the dairy report that was sub- 
mitted in response to the request of Congress. It has been our under- 
standing that dairy farmers would not want a control program. 

The Cuarrman. The reason I asked the question, I sent a bill down 
to the Secretary yesterday for an official report. If I understand 
it, you are in position now to say that the Secretary would not at 
this time approve a strict control program on the production and 
distribution of dairy products. 

Mr. Morsr. You mean control how many cows a farmer might have 
or how much milk he might produce? 

The CuHarrman. Just control the production and distribution, like 
we do in tobacco and these other basic commodities. 

Mr. Morse. I would like to recheck, but I haven’t heard many 
supporting that position among farmers. I guess there are some 
that would be willing to have such. 

The Cuarrman. The Secretary did have a committee to study the 
dairy problem and the Secretary made a report. In that report he 
did not recommend a control program for dairy, and in his appearance 
before the committee he did not make such a recommendation and you 
are not now making any recommendation ? 

Mr. Morse. That is right. 

Mr. Jounson. Mr. Morse, I do not want you to think that we do not 
produce any dairy products, that Minnesota is the only State that 
raises them. 

I happen to be from Wisconsin. [I think we are the foremost in 
the United States. I have been trying to get a chance to ask you a 
question for 2 hours. I see it is 1 minute of 12. I will try to be very 
brief. I notice in your statement that you said production started 
dropping off last July. Your program started operating to work 
along in June and July. 

Mr. Morse. I believe I was referring to the fact that our accumu- 
lation 

Mr. Jounson. You stopped buying butter and cheese. 

Mr. Morse. No, our accumulation of butter reached a peak about 
midyear, and the dropoff in purchases as compared with the year 
previous began to show up in July and August and very decidedly 
in September. 

Mr. Jounson. I don’t know whether you realize it or not, but we 
heard much in Wisconsin and Minnesota about the drought that was 
going on in Southern States and in the Southwest. Do you think 
that had anything to do with production dropping off? 

592145523 
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Mr. Morse. We have some evidence to the effect that that might 
not be the case. One of the most important dairy areas in the drought 
region set an alltime high in milk production in 1953. 

Mr. Jounson. What State was that? 

Mr. Morse. In Missouri, in the Springfield, Mo., area. 

Mr. Jounson. I am talking about the drought of 1954. 

Mr. Morsp. I do not know that we have the figures in 1954. It 
certainly did not have that effect in 1953 in the very heavy dairy 
producing area about Springfield, Mo. 

Mr. Jounson. I know that dairies in my area were shipping milk 
down to Florida during that drought. 

Mr. Morse. Another answer to that is that the more acute drought 
areas are not the areas from which we normally would be buying 
butter and other dairy products in large quantities. 

Mr. Jounson. The fact that they have no grade A milk and they 
were bringing it in from Wisconsin and Minnesota to make up for 
what they did not produce down there, would stop less milk in Wis- 
consin and Minnesota from going into butter and cheese, would it not? 

Mr. Morse. Total production for the year was right close to 124 
million pounds, so production held up for the Nation. Drought may 
have affected the distribution but it apparently did not have a major 
effect in pulling down the output for 1954 which was at a record level. 
That was the highest year in production we have had. 

Mr. Jonnson. Then your /5 parity program for your farmers did 
not have anything to do with cutting down production ¢ 

Mr. Morsz. That went into effect April 1. 

Mr. Jounson. That is right. 

Mr. Morse. It has tended to slow down the increase. In recent 
months, as I have testified, production has been running below what 
it did a year ago. 

Mr. eae We are coming now right into the flush period, 
March, April, May, and July. You will not know that your program 
is working or not until the flush is in. 

Mr. Morse. We have very clear evidence that it is succeeding. Be- 
fore the Government bought and stocked such large quantities of 
dairy products, the trade normally would stock butter and cheese 
supplies during the flush period and then sell during the fall. 

We would expect some accumulation of stocks during this flush 

eriod. 
7 Then if the program is working, the extra purchases will move out 
during the fall. 

Mr. Poacr. Mr. Morse, I believe you said that you had some very 
clear evidence that the program was working. Do you mean work- 
ing to eliminate Government expenditures or a you mean working to 
increase farm income? 

Mr. Morse. Working in the direction of a more profitable dairy 
industry. 

Mr. Poaae. I understand about these directions. Sometime in the 
future. Are you now telling us that this program has increased farm 
income ¢ 

Mr. Morse. I mean working now. That is my statement. How- 
ever, for an important industry like dairying that tends to change 
slowly, and has a high degree of stability, it would be unfortunate to 
take a short-run view of the program. 
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Mr. Poacs. I know that you think that. Is this somewhat like your 
answer to me last week ken I asked you for that market place in 
which the farmer could get 100 percent of parity for his basic com- 
modities and you did not have the address. Do you have any assur- 
ance as to when or where the dairy farmer is going to get any higher 
price for his products? 

That is what we are interested in. wens 

Mr. Morse. If the present program is allowed to operate in its 
present form, it will definitely bring profitable dairying in this 
country. 

Mr. JoHnson. How many years do you think the farmers will have 
to suffer? My farmers, my dairy farmers claim they are going 
broke. 

I hear that from people who are making out income taxes. They 
are not paying any income taxes. They are going into the hole. 

Mr. Morse. We would expect that there would be an accumulation 
of some additional stocks in Government hands during the spring and 
early summer. After that there should be further drawing down of 
Government stocks. By this time next year we may have substan- 
tially less stocks in the hands of the Government. 

So, further drawing down of Government stocks, so that by this 
time in another year, we may have substantially less stocks in the 
hands of the Government. 

Mr. Jonson. You would not say that definitely. Just a prob- 
ability ? 

Me Manian We have to use very extensive estimates. We would 
have a great deal of confidence in that being the case. 

Mr. Jounson. Talking about income-tax reports. I noticed in the 
papers right along that the big processors haven’t been passing this 
lower price they are paying the farmers on to the consumer. Their 
income taxes have doubled and went up enormously since last year. 
Is the Department going into that matter at all ? 

Mr. Morse. We ome gone into the matter of price spreads. I be- 


Jieve we have reported to this committee regarding such. 

Mr. Jounson. Do you see there is a tendency that the processors are 
not passing the lower prices that they are getting from the farmers on 
to the consumers; do you know that? 

Mr. Morsg. That may tend to be the short-run effect. But the com- 

i 


petitive situation is suc 
ers. 

However, there are many costs that intervene between the farmers’ 
costs and the price consumers pay. Those, of course, come in to deter- 
mine how much there is left to pass on to the consumer. 

Mr. Jounson. I feel that this large amount of butter and cheese 
acts to depress the market. That is correct; is it not? 

Mr. Morse. It tends to work in that direction. However, as long 
as we are not selling butter back into the domestic market, at less 
than our cost, we tend to strengthen prices up to support and above. 

Mr. Jounson. Wouldn’t it be better for the farmers of the country 
if this butter and cheese was sold in the world markets and was moved 
out of the way and our farmers would realize many times over what 
the Government would lose as the result of taking the world price. 
You say butter currently is 41 cents and you are paying 56 cents now. 


that price changes are passed on the consum- 
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How much would the Government lose if that butter were put on the 
world market and sold ¢ 

Mr. Morse. We are offering butter into the world market. 

Mr. Jounson. You haven’t moved very much, though ? 

Mr. Morse. Not much has been sold. However, we have very heavy 
distribution in donations and other outlets abroad. So considering 
what is being given away there is relatively large distribution abroad. 

Mr. Jounson. Does anybody here have anything, any figures avail- 
able or could furnish figures as to what it would cost the Government 
as a loss if our surplus butter and cheese were sold at the world 
market price ? 

Mr. Morse. We do not know where there are such large market 
outlets that would take all this butter and cheese without interfering 
seriously with normal marketings. That, Congress has said, should 
not take place. 

Mr. Jonnson. Is there any legislation that you need in order to 
move this surplus dairy products into world markets, that we could 
give you? 

Mr. Morss. No, we feel that we have the necessary authority to 
proceed. 

Mr. Jounson. I note from reports put out January 1 by your 
Department that the dairy farmers have suffered 1.6 billion capital 
inventory loss to the dairy herds which I understand represents 33 
percent capital inventory loss to the farmers of the United States, the 
dairy farmers. Do you feel this is a healthy economic situation for 
this group of farmers to be in when their costs are not declining ? 

Mr. Morse. You are referring to the 

Mr. Jounson. I am talking about cows, keeping 10 heifers or until 
next fall when he can get $150 apiece for them ; ordinarily he sold them 
for $300. 

Mr. Morsz. The same inventory loss took place for beef cattle 
and other livestock. Their situation as far as cow prices are concerned 
is no different than for adjustments being taken by other livestock 
farmers. 

Mr. Jounson. This morning dairy products are 75 percent of par- 
ity ; that has been responsible for this loss. 

Mr. Morse. No, sir. It may have had some influence, but by far 
the largest factor has been the adjustment in beef cattle prices. 

Mr. Jounson. Price of beef? 

Mr. Morse. Yes, sir. 

Mr. Jounson. All right. 

Mr. Morse. As you know, about 42 percent of our beef comes from 
dairy herds in the form of cull cows, bulls, veal calves, and other 
animals sold for beef. 

Mr. Jounson. As collateral security for loans with the bank to get 
money, for loans, the farmers’ loaning power has been decreased 
probably half as the result of this. 

Mr. Morss. The price of cows is not down one-half. The average 
is something like $100 off against $140 remaining value. 

Mr. Jonnson. I am talking about putting them up as collateral se- 
curity for loans. 

Mr. Morse. The figures I have quoted would show that the value 
is not down one-half, but down $100 from about $240. 
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Mr. Jounson. Are we right in telling our dairy farmers, when 
writing us to get something through the Congress, that the Depart- 
ment of Agriculture says to leave things the way they are? 

Mr. Morse. That is our present recommendation as far as the law 
and legal authorities are concerned. We are continuing to study the 
developments. I have indicated, at least two studies are due to be 
completed shortly. All of these commodity programs are constantly 
under study, in hopes of having something better to recommend. 

Mr. Jounson. Will you have anything better to recommend dur- 
ing this session of Congress ? 

Mr. Morse. Yes, if there are developments that indicate changes 
should be made. But until the studies are completed, I would not 
know whether we will have any further recommendations. 

Mr. Jounson. I introduced some time in January a bill increasing 
the amount of money available from 50 million up to 87,500,000. 

I have been anxious to have the committee start hearings on this 
legislation very shortly. I am wondering when the Department 
would be ready to report as to the present appropriations, whether 
they are sufficient or insufficient ? 

Mr. Morse. We would hope that we would have an additional 30 
to 60 days on that. This is a new program. It is just getting into 
operation. Until we got the January figures and some of those I 
believe are yet to come in, we have felt that we did not have a repre- 
sentative sample to analyze. 

Mr. Jounson. I understand in Wisconsin the way the program is 
going there unless other money was allotted to Wisconsin, we would 
be running short, I think from March to April. 

Mr. Weuts. That will be done. We have enough money for this 
year. It will take a reallocation. 

Mr. Jounson. If you did not have the power to reallocate you 
would be out of luck in Wisconsin; wouldn’t you ? 

Mr. Wetts. They have an outstanding record. We originally al- 
located these funds on the same basis as the school-lunch program was 
operated. Many States will not spend the full amount. I doubt if we 
will spend over 30 million of the 50 million this year. 

So we intend to reallocate to keep the program going. We are 
pushing just as hard as we can. 

Mr. Apernetruy. Mr. Morse, in this committee and as a natural 
thing we get into discussions as to one particular commodity as against 
another, and the one that has this program and another program has 
another. While I do not have any desire to aggravate that situation, 
I do have a question along that line: The so-called basic commodi- 
ties, I have particular reference to cotton, have control programs 
which, as I understand it, the Department favors and I favor. The 
dairy program is not a control program. It is a program which per- 
mits all dairy farmers to mi in in unlimited quantities and have 
the freedom which I think the Department actually wants to see all of 
agriculture have and which I would like to see it have. 

Would the Department look with any favor at all upon striking out 
the language of the basic act as it relates to cotton, and reincorporate 
cotton under the language now in the law, giving to cotton a support 
price program of 75 to 90 percent.of parity with no controls as now 
available to dairy products # 
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Mr. Morse. I would not want to undertake to answer that question 
without an analysis of the probable effects. 

Mr. Jonnson. Aren’t you going to get that in 1956 if the present 
law is not changed ? 

Mr. Apernetuy. We will get less than that because we would still 
have controlled production. 

Mr. Jounson. I see. 

Mr. Poage. Will you yield? 

Mr. Aperneruy. Yes. 

Mr. Poage. I would like to point out as one man deeply interested 
in cotton, I would be delighted to have that. I do not know of a 
single cotton farmer that would not welcome 75 percent supports with 
unlimited production, in preference to even 90 percent with our con- 
trols. Iam sure, Mr. Morse, you would agree with us that that would 
probably be the consensus of opinion of all of the producers of the 
basic commodities, don’t you think ? 

Mr. Morse. I don’t want to undertake to respond to that question 
without study. It has a lot of ramifications. 

Mr. Poace. You just told us a while ago that you had been in agri- 
cultural work all of your life and you know something about farm 

eople. I know you do. Don’t you think that any farmer who has 
bees producing basic commodities and has been restricted in his acre- 
age production would rather have a guaranty of 75 percent? Iam not 
talking about this possibility of getting more, that the dairy man has 
and as Mr. Abernethy suggested. Don’t you think that any one would 
rather have a guaranty of 75 percent and unlimited production than 
to have a guaranty of 90 with acreage controls ? 

Mr. Morse. One obvious reason why I am reserving an expression 
of judgment here is because of my official position. We carry respon- 
sibility, not only for farmers, but for the Government in connection 
with these programs. 

Mr. Poace. I am just asking what the farmer reaction would be. 

Mr. Morse. I would certainly say that would be true for large num- 
bers of perishable commodities. Beef cattle people, the poultry pro- 
ducers, the fruit and vegetable farmers are saying, “Stay out with 
any support operations. We want price to help us adjust when we 
get into overproduction.” 

Mr. Poaae. I was not asking about those people. I understand 
the attitude of those people, but wouldn’t it be your opinion that the 
vast majority of the cotton and wheat farmers would much prefer to 
have a program of unlimited production at 75 percent support than 
to have the controls and 90 percent support ? 

Mr. Morse. It would be my personal opinion that most farmers 
would prefer an unlimited program at lower supports. 

Mr. PoaGe. Yes, that is all you can give. 

Mr. Morse. Most farmers would look with favor on changes in that 
direction. 

Mr. Poace. Wouldn’t you, yourself, consider it a much more advan- 
tageous program? I am not talking about the public, but a much 
more advantageous program for the farmers if they could get 75 per- 
cent for an unlimited production than to get 90 percent with controls? 

Mr. Morse. I would want to look at the costs to the Government. 
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Mr. Poacr. I understand your obligation. We have that same obli- 
gation and we are not proposing this. Merely from the standpoint of 
producers, wouldn’t they come out in a much better position than with 
the present controls ? 

r. Morse. I would want to analyze that in terms of the producers. 
It takes price and quantity to get income. What would the changes in 
the cost structure do to individual farms. I would want to run an 
analysis before attempting to answer that question. 

Mr. Poacr. Then would you have an opinion on whether the pres- 
ent program for dairy farmers is more advantageous to dairy farmers 
than the present program for cotton farmers is to cotton farmers? 

Mr. Morse. Mr. Chairman, I can tell you without reservation that 
dairy farmers moving toward a much more hopeful outlook than under 
the program now in operation for cotton. 

r. Poace. I think then we are in agreement, and I want to make it 
plain, I think you and I are in full agreement that the dairyman has 
a program that has helped him a lot more today than the cotton or the 
wheat farmers have. 

Mr. Jounson. I think the whole purpose of the argument is that 
you have a bigger overproduction than we have in dairying. Wasn’t 
the 4 or 5 percent on cotton? 

Mr. Morse. Mr. Chairman, if there was any one thing that we were 
told from all across the Nation that had great emphasis, it was that 
the different commodity problems should be analyzed, and looked at 
separately. When you begin to compare dairying with cotton—I 
would like to come back to that advice given by leading farmers and 
farm authorities. Each commodity has a ont set of conditions 


ly. 


eee that ought to be looked at carefu 
r. Poacr. The basis of the question that Mr. Abernethy asked 
was to point out that while there has been complaint on the part of 
certain dairy ee that they were not receiving as advantageous 


treatment as that which was accorded to the basic commodities. They 
say they had not ever been guaranteed Se or even 821% percent, 
of parity. Wecontend there is not a producer of basic commodities, so 
far as we know, that would not welcome the program that the dairy 
people have in lieu of that which we have. In our opinion, we have a 

rogram which is not nearly as advantageous as the dairy program 
1s, and we would gladly swap our program for theirs. 

Are there any further questions? 

Mr. Apernetuy. Yes. 

Mr. Poaar. All right. 

Mr. Morsz. I think that bears some analysis, Mr. Chairman. 

Mr. Asernetuy. Let me say this, Mr. Morse. I had no ulterior 
objective in propounding my question. I certainly would not and did 
not intend to precipitate a discussion that would reflect on the position 
of some of my dear friends on this committee. I did ask the question, 
though, for this particular reason : 

I am familiar with some statements that are made by some of my 
dairy friends and some dairy farmers who have visited my office this 
year. They said to me that all they want is—I do not know whether 
they want it or not along with all of the control that goes with it— 
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what the basics have. They want a quota program, and if they do, and 
are willing to vote two-thirds of them for it as the basic law requires, 
1 am perfectly willing for them to have it. I wish that the Department 
would make some inquiry in that direction, so that we could be more 
or less guided by the views of the Department, and the farmers them- 
selves, in determining whether or not the dairy industry actually wants 
what the basics have. 

I have never polled my district and my farmers on any subject. I 
have come to the conclusion in the last few days I think I will conduct 
a poll. I will give you the benefit of it. 

Mr. Morse. We will be very happy to have the results. 

Mr. Azernetuy. I intend to poll the cotton farmers of my district 
of which there are thousands, particularly the small ones that you 
know of, and put this question to them: Whether or not they would 
prefer to continue the program as is, or take an unlimited production 
at 75 percent to 90 percent of parity as dairy products have. 

If they come back with an answer that they will take unlimited pro- 
duction with 75 to 90 percent of parity, I am going to be asking you to 
give me the same thing the dairy sai have. And I want you to make 
some study of it. I want to have an answer from you in about 60 days. 
I want to know what the position of the Department will be about 60 
days from now, whether or not the Department would support a bill 
for cotton and I am speaking of the other basics, too, that would give 
to my farmers the same program that my dairy farmers have. I 
have been advised of a noll hetad made up in the Midwest right now, 
by a Member of the House wherein he asks his farmers which would 
they rather have, 75 to 90 percent for dairy products, or 90 percent as 
the basics have. He will get only one answer—90 percent. But I 
will give a little information in taking my poll. I am going to give 
them the whole story. I would like to put this into the record: Ac- 
cording to a bulletin released by the Department.on December 16, 1954, 
entitled “The Farm Income Situation,” the dairy income in the first 
10 months of last year was down 6 percent. The income of the pro- 
ducers of poultry and eggs was down 14 percent. The income of the 
producers of food grains was down 10 percent. The income of the 
producers of cotton was down 19.5 percent. And the income of the 

roducers of tobacco was down 2.3 percent. And the others are here 
in the table. That is according to the calculations I made from figures 
in this bulletin. 

So to sum up my point, I want you to give some study to this matter, 
and I want you to answer me in 60 days from now if the Department 
will support such a program for basics. 

If my people will support it, I will go along with it, a program 
that will give them unlimited production with a sliding scale of 
75 to 90 percent of parity. Then maybe you and I will be seeing 
things alike for a change and be playing on the same stage at the 
same time. Will you do that for me? 

Mr. Morse. We would be happy to make that check—to look into 
any possibilities that will help farmers. 

Mr. Arerneruy. You said the other day you did not: have anything 
else torecommend, Iam trying to get up Pome A, 

Mr. Morse. We are always on the same stage in that we are trying 
to be constructive for farmers, I hope. Mr. Congressman, you might 
give consideration to an alternate choice to see what farmers’ reaction 
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would be to some lower support. Because of having to weigh costs 
to the Government, why not ask about 65-percent supports or some 
lower alternates ? 

Mr. Apernetuy. I do not want to get it too complicated. 

Mr. Morse. You don’t want to get a reaction you can’t live with. 

Mr. Jonnson. I might say for the purpose of the record that I 
put a bill into the hopper the other day, that I put it in just for the 
purpose of seeing what dairy farmers want. We have heard so much 
of this back in Wisconsin that the dairy farmers are not getting the 
same break as cotton and grain and wheat. I put in a bill asking 
to have them considered as a basic. I-am doing it for the purpose of 
getting a hearing and see what the dairy people want. 

Mr. Poace. I think I can safely say that every cotton farmer would 
be perfectly willing for the dairy people to have exactly the same kind 
of program that we have, for cotton or any of the other basics, if the 
dairy people really want it and two-thirds of them want to vote for it 
and want to take the reduction. You are not going to have to take 
as much reduction as we have had to take. We have had to cut 
our production about 3314 percent. If you cut the production by 8 
or 9 percent, you will bring your production in balance with demand. 

Mr. Jonnson. I have been hearing that from the basic fellows— 
they would be willing to go along with anything the dairy farmer 
wants if he would take the same production controls you have. That 
is why I put the bill in the hopper. 

Mr. Poace. Some of your constituents probably do not understand 
that we who represent basics primarily cannot come in here very 
consistently and say, give the dairy people 90 percent with unlimited 
supports and do not even give us 75 percent with unlimited supports. 
You just heard the Under Secretary say if we got unlimited produc- 
tion, we probably would have to take 65 percent or something of that 
kind. 

Mr. Jounson. We hear this a lot back in Wisconsin. I imagine 
also in Minnesota. There have been a lot of the officials of your 
Department that feel farmers would be all right at lower support 
prices if the feed grain were down. 

What capital charges of a typical family operated farm in western 
Wisconsin or eastern Wisconsin what percent does the cost of feed 
grain purchase amount to? 

Mr. Morse. There is an across-the-board figure that usually runs 
about 50 percent. 

Mr. Jounson. You mean that he purchases 50 percent of his grain? 

Mr. Morse. About half of his costs are for feed. 

Mr. JoHNson. You are considering hay, silage and grain raised 
on the farm ? 

Mr. Morse. Yes, sir. 

The one-half dairying costs for feed may not be true in your locality. 

That is kind of a rule-of-thumb that is pretty generally recognized 
in dairying. 

Mr. Poace. Are there any further questions? 

Mr. Jonnson. Most of the farms that you managed, were they small 
or large farms? 

Mr. Morse. They varied all the way from 10 acres up. In fact, I 
think we had some under management that were smaller than 10 acres. 

Mr. Jonnson. Were they absentee owners in most cases? 
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Mr. Morse. In many cases, yes. Of course, we were working with 
tenant farmers primarily and many of these farmers chose to remain 
tenants because they did not have the capital to own the size and type 
of farm that they would like to operate. In addition, as you may 
know, I was working very extensively with individual farmers and in 
furnishing advice to farmers broadly across the Nation. Such farmers 
were operating farms of all sizes and with many different types of 
enterprises. 

Mr. Poace. No further questions. We are very much obliged, to 
you for giving us this interesting discussion this morning. 

Mr. Morse. Thank you, Mr. Chairman, we appreciate the oppor- 
tunity to work with this committee. 

Mr. Poace. We have a bill on the floor of the House right now. 
The committee will meet on Friday for further consideration of the 
present bill. Friday, at 10 o’clock, the committee will meet for con- 
tinuation and discussion of this bill. 

In the meantime, the committee stands adjourned. 

(At 12:35 p. m. the committee recessed until 10 a. m., Friday, 
March 4, 1955). 
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FRIDAY, MARCH 4, 1955 


House or REPRESENTATIVES, 
COMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
1310, New House Office Building, Hon. W. R. Poage, presiding. 

Mr. Poacr. The committee will be in order, please. 

Mr. Wilken, you were scheduled this morning but we have several 
Members of the House here that I understand are going to have to 
be at other meetings and so we will be glad to hear from them if you 
do not mind. Mr. Burdick, do you want to be heard ? 


STATEMENT OF HON. USHER L. BURDICK, CONGRESSMAN AT LARGE 
FROM NORTH DAKOTA 


Mr. Burpick. I probably did not understand what this was. I 
anticipated I Seatl be interrogated on this farm program. I did 


not want to advance anything prematurely because I am not a member 


of the committee. 

Mr. Poace. If you care to make a statement, we will be glad to hear 
you. And if any member wants to question, it is usually our policy to 
allow that procedure. 

If you have a statement that you want to make, we will be glad to 
hear it. If you do not have, that will be all right, too. 

Mr. Buroicx. I have a lot to say. 

Mr. Pose. We will be glad to hear from you. 

Mr. Burpicx. What is the subject that you have in front of you 
now! What is the purpose of the bill? I do not want to talk about 
shorthorn cattle, if you are talking about support prices for wheat. 

(Discussion was continued off the record.) 

Mr. Poacr. We will be glad to hear from Mr. Burdick on this bill. 

Mr. Buroicx. I will confine myself to the subject of price support. 

It is unnecessary to say to this committee that price supports are 
necessary, but it might be well to call your attention to the fact that 
price Epes when first put on were not put on to help the farmers 
alone. ey were put on to bolster up the economy of the Nation, 
because we had discovered that when the farmers’ buying power dis- 
appeared that one buys after another caved in. At the time that price 
supports were even mentioned in this Congress, the entire country was 
broke. ‘So the Congress decided to start in where the spiral started 
and amend that part of the machinery, and price supports were put in. 

Of course, it helped the individual farmers, but as soon as you 
established price supports, every business in the country began to 
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come alive. In North Dakota we lost practically every bank we had, 
except six. They all went broke. And with price supports, why we 
have reestablished many of those banks and what I want to make 
plain for the record is that the price support was not a gift to the 
farmer at all. It was done for the purpose of straightening out the 
economy of the whole Nation. 

If you take them off now, you will have a difficult time with the 
same thing. 

{ would like to see 100 percent of parity placed on the family- 
type farms. I think the Nation should be divided into zones. In the 
East we will say 80 acres; and in the Central, 160; and in the West 
the arid country where I live, 320 acres, because we only cultivate 
half of that every year, summer till it, and if we had 100 percent 
parity on the small farms, we would keep a thing in this country that 
is very vital. We started out with township government in this 
Nation. ‘That is all they had to start with in New England. And in 
Virginia. And we have developed into a great Nation but you cannot 
destroy the element of local government. 

In case of war, you cannot very well rely on tractors for your man- 
power. You have to have some people out there. And in my section 
of the country where the schoolhouses are vacant, the churches are 
vacant, and everybody moved to town that cannot make it go on 
this reduction of acreage, as you know, 160 acres out there, reduced 
to 38 acres of wheat, why that cannot go. You cannot raise a family 
with 38 acres of wheat at the price they are getting now. 

I think it is up to this agricultural committee, not only to look into 
price supports, and maintain them, but to look into the question of the 
handling of the whole situation by the Department of Agriculture. 

I noticed the other day you boosted by 3 percent the acreage of the 
cotton farmers. I was very glad to vote for that right away because 
I understood what it meant. I would have voted for it if it had been 
more than 3-percent increase, 

In our State we are going to run right into. great distress if that 
limit is not changed. 

I think the only limit. should be on the bushels you sell and not on 
the acres. Let a man raise all he wants. When ‘he can raise it, but 
limit it, limit the amount he can sell, and in the case of wheat, if I 
am limited to 2,000 bushels and I raise 4,000, I can put that 2,000 
bushels in storage and maybe next year I will not get a crop. 

Our experience has been that we only get about 2 crops out of 5. 
Then that extra wheat can be used in a normal trend to the market and 
you will have an ever-normal granary. I think a man should raise 
all of the cotton he can raise. Just let him raise it but limit him in the 
amount of bushels he can sell. 

You might have more difficulty with cotton than with wheat because 
you very seldom have a cotton failure but wheat, the hard wheat in 
the West, isn’t a sure thing at all. 

Mr. Anpresen. Will you yield for a question 

Mr. Burpick. Yes, sir. 

Mr. Anpresen. Well, we seldom have a surplus of hard spring 
wheat out in the Northwest, that is correct; is it not ? 

Mr. Burpick. Yes, sir. 

Mr. Anpresen. I know from my observations of your actions in 
talking throughout the country that you agree with the attitude taken 
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by a large majority of the members of the Committee on Agriculture 
over a long period of time that we-must have an adequate floor under 
agricultural prices. 

Mr. Burpick. I cannot think of a year I have been here and that 
has been a long time now, that I have not agreed with the Committee 
on Agriculture. You have been on the job regardless of parity, and 
I will support you this time. I know that you will do what you think 
is right. But not only for the benefit of these wheatgrowers but 
for the entire Nation. 

Mr. Anpresen. That is all. 

Mr. Poace. Were you through, Mr. Burdick ? 

Mr. Burpick. Yes, I was through. 

Mr. Hoeven. I am sure that you will agree with me when I say that 
agriculture is the Nation’s basic industry ? 

Mr. Burpick. Yes, sir. 

Mr. Hoeven. You do not agree with the contention of some people 
who say that agriculture is prosperous because industry is prosperous ? 

Mr. Burpick. It is just the reverse of that. 

Mr. Hoeven. Yes. 

Mr. Burpicx. I will give you an example. In our county we took 
a survey when we were down at the lowest pomt and 72 percent of the 
people in my county did not have a mattress to sleep on and still the 
stores were piled full of mattresses and the factories full of them but 
no way tobuythem. Our buying power had disappeared. 

Mr. Hoeven. There has been a general decline in farm income since 
about the year 1948, which was a pretty good year. There have been 
some ups and downs, but the overall picture has been one of general 
decline. 

Mr. Burpick. That is correct. 

Mr. Horven. We all know that the farmer is in a price squeeze. 
He has to pay high prices for everything he has to buy, and sells his 
products for whatever he can get on the open market. Can you 
suggest any particular reason why there should be a general decline 
in farm income at this time ? 

Mr. Burpick. Yes, I can. 

Mr. Hoeven, I wish you would elaborate on that. 

Mr. Burpvicx. The propaganda sent out by the Agricultural De- 
partment in regard to the price of food, I think has been the wrong at- 
titude to take. Of course you cannot blame women who have families 
to feed here in the East, complaining against the high price of food, 
but they should be told in the East where they consume so much of 
the material that is raised by farmers that you could put wheat at 
75 cents a bushel or $3 a bushel and the price of a loaf of bread would 
not change at all. They should be told that. In the beef business 
during the last 3 years, I took a $6,000 loss, 4 years ago $4,000, this 
year $2,000. Iam getting down now where I think I can come out. 

All of the while I was going broke on the price of beef cattle at the 
markets, the price of beef here locally went up all of the time. And I 
feed T-bone steak out here tomy dog. The reason I feed it is because 
they cannot sell it in the butcher shop and they keep that until it gets 
old and then I get it for nothing for my dog. People cannot pay $1.15 
a pound for beefsteak. It just cannot be. When we bring a nice steer 
in there the finest bred one you ever saw, and can only get 15 cents for 
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it—you know there is an awful spread between the price of that steer 
and the price of meat. And the farmer is not to blame. That is what I 
want tosay. Eggs out there 6 cents a dozen : Two postage stamps cover 
a dozen eggs. They may be ee eggs but they are eggs just the same. 

Mr. Hoeven. The thing that disturbs me is that in spite of the fact 
that we have had a 90-percent support level, the income of the farmer 
has gone down. How do you account for that? 

Mr. Burpicx. Well, I think I answered that. I think the Depart- 
ment of Agriculture has got the public to believing 

Mr. Hoeven. But it is not alone propaganda. There must be some 
economic reason for this. It is not that we are not getting the message 
to the consumer. But aside from that, just what is the reason for 
the decline in farm income ? 

Mr. Buroick. I will answer your question by saying that it is the 
same because that produced the depression, because I can remember 
when wheat was 26 cents a bushel, when barley was 8 cents a bushel, 
and oats were 10 cents less. That is what they had hanging in the 
elevator. Whatever caused that skidding is the thing that is work- 
ing now. 

r. Bass. Will you yield to me? 

Mr. Burpick. Yes, sir. 

Mr. Bass. I would like to make a comment on comparing your two 
statements here just a minute. Mr. Burdick, more or less, answered 
your question the first time in this respect. 

In spite of the fact that the farmers have been getting, generally 
speaking, the same price for a pound of tobacco, bushel of wheat, and 
a bale of cotton, the disappearance rate of those commodities has de- 
creased because of the fact that the consumer does not have the dollars 
to buy with. When we have family after family that continues to 
spend the same amount of money every year for groceries, yet they 

o not take as much home with them, and our warehouses continue to 
pile up these commodities, I think that is your answer for it, because 
of the spread between the price that the farmer is getting and the 

rice that the consumer pays. We continue to support these items 

ut yet every year we have to decrease the amount of production. We 
cut the amount of acres that a man can raise in cotton, the amount of 
acres he can raise in tobacco, and in wheat. Naturally that is going 
to cause a decline in the farm income, if they cannot raise as much. 

Mr. Hoeven. Isn’t the buying power of the American people today 
greater than it has ever been? ps 

Mr. Bass. Per capita, no. Not in the face of 314 to 4 million peo- 
ple unemployed, it is not. 

Mr. Hoeven. I do not think that is a criterion. Statistics will show 
that the consumer’s dollar buys more today than it has for a long, 
long time. : 

Mr. Bass. I question that statement. It might be on a very small 
percentage that he could buy a little more today than he could 3 

ears ago. I do not think that he could buy vy! more today than 
hi could 2 years ago. It might be possible that he could buy more 
than he could in 1950 or 1951 but the fact still remains that the people 
do not have the money—the per capita money that they had when you 
have 314 to 4 million people unemployed. 
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That is simple arithmetic—where we had only 1 million unemployed 
3 years ago today. 

Mr. Lovee. Will the gentleman yield? Isn’t it true that the per 
capita income today is at an all-time high or very close to it? Isn’t 
that right ? 

Mr. Bike. I do not have that information. 

Mr. Poacer. That is true and the maldistribution that you are com- 
plaining about is also true. 

You do not have it spread around. [If it is all in the hands of part 
of the population, the other part does not have buying power. 

Mr. Lovre. Here is another thing, too. The one reason 

Mr. Bass. The per capita purchasing power is lower than it was. 
1 will change my remark from the per capita income to the per capita 
purchasing power. 

Mr. Lovee. Another reason why we are in this predicament is be- 
cause we have lost our foreign markets. That, I think, is accounting 
more for the predicament we find ourselves in today than anything 
else because the foreign markets are gone. 

Mr. Bass. I agree. 

Mr. Lovee. We have to recapture them. 

Mr. Bass. I agree with the gentleman. 

Mr. AnprEsEN. Will you yield to me? 

Mr. Buroicsr. I vielded to everybody else. I do not know why I 
should excuse you. 
~“Mr. Poacre. To whom does the gentleman from North Dakota yield? 

Mr. Burpics. The gentleman from Minnesota. 

Mr. Anpresen. As re as we have got into this discussion on the 
per capita income, I would also like to ask the clerk of the committee 
to get the facts from the proper bureau here in Washington to show 
what the per capita income is, or was, for 1954, and also is for Jan- 
uary and February of 1955, so that we can have the accurate infor- 
mation. 

Mr. Bass. If the gentleman will yield to me, may I ask also—— 

Mr. Poacr. Now, gentlemen, I do not want to cut anybody off but 
we are not getting anywhere unless we proceed with some kind of 
order. The gentleman from North Dakota has the floor. Does he 
care to yield further? 

Mr. Bororicx. I will finish up what I say and get out of this melee. 

Mr. Bass. That is a good idea. Go ahead. 

Mr. Burpicx. I think Mr. Bass answered that question pretty well 
on the reduction of the birying power of the farmer, due to the restric- 
tion of acreage. That is all that is the trouble with us in Williston. 
We have the land, and we have everything else, but we haven’t an 
acres. And we harvest our 38 acres—what are you going to do wit 
that witha family of 6? That is the reason we are broke. We haven’t 
any buying power. There are lots of things we would like to have 
but we cannot buy them unless you are a Member of Congress. That 
is what I said in the first place; everybody is on relief, and the 
want to get me off of the relief rolls, so they sent me to Congress. e 
did not want to get back to the same thing again. Don’t let us sag 
pane until the buying power is all gone. Phat is what I am talking 
about. 

Mr. Poacr. We thank you, Mr. Burdick. 

I see Mr. Krueger has come in. I know you have an appointment 
shortly, and we will be glad to hear from you. 
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STATEMENT OF HON. OTTO KRUEGER, CONGRESSMAN AT LARGE 
FROM NORTH DAKOTA 


Mr. Krurcer. Mr. Chairman and members of the committee, I 
greatly appreciate the opportunity to appear before your committee 
in support of my bill and other parity measures, and would like to 
extend my remarks in these hearings. 

At the beginning of this year, the economics experts were looking 
ahead to what 1955 would bring the United States in the way of 
income. 

Generally, the picture looks pretty bright. Gross national pro- 
duction is aie to increase $27 billion. Personal income is fore- 
cast. at more than $11 billion higher; unemployment is expected to 
hold fairly steady. Even the AFL, which is usually very critical, 
is hopeful in view of the higher wages and stabilized prices. Factory 
bagi are expected to average 6 cents per hour higher by the end of 
the year. 

Checking over a dozen occupations, we find an increase in buyin 
power from the factory workers, schoolteachers, railroad men, Federa 
employees. 

That is, the whole picture is rosy—except for the farmer. When 
we get to him, things are reversed. His cash receipts are expected to 
take another tumble. What makes the picture still more unpleasant 
are the continued high prices for what the farmer must buy. Little 
relief is in sight for lower prices on the equipment needed to operate 
a modern farm today. 

It looks as though the farmer has been just too efficient. for his own 
good. He was asked to get out and grow more under the pressure of 
wartime needs. He delivered with record harvests. The farmer 
doubled and redoubled his efforts to produce a lot at a time when 
food meant victory or lack of food, defeat. 

Time was when the farm population of the country outnumbered 
the city dwellers. ‘Today only 16 percent of our population lives on 
the farm. And while farm population has fallen off, the productivit 
has increased. Back in 1910, 1 farm worker produced only jean 
for himself and 6 others. In 1953, a farmer fed himself and 17 
others. Better methods, better seeds, just a better operation all 
around, made this possible. And here he is today, fewer in number, 
greater in production, and the skids are greased for a further descent 
down the economic scale. 

We cannot expect a sound economy, or a favorable economy to con- 
tinue when the farmers—our chief basic producers—lag behind in the 
parade of economic progress. And to us folks in North Dakota where 
88 percent of our income is directly derived from the farm, this down- 
ward trend hits us where it hurts—right in the pocketbook. 

We hear in the argument that le aie supports will solve the 
surplus problem. When I think of flexible supports, I think of low- 
ered farm income. Simple mathematics tells us that. Frankly, I 
cannot see where flexible supports will help resolve the farm problem, 
for lower prices do not always mean lower production. The farmer 
tends to work harder and plant more when the price goes down. The 
farmer does not have a 9-to-5 day. His day begins at dawn and ends 
at dusk. He has to grow that much more and sell that much more 
in. order to break even on the fixed costs that he has to meet. 
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The tale of high cost of surpluses has often been told, but our ships, 
our commercial airlines, and so forth, are being subsidized ; that’ busi- 
ness in the conversion period from war- to peace-time production was 
given financial consideration. Actually, the farm program has cost 
us little compared to these other subsidies—the outright gifts of bil- 
lions of dollars to foreign countries now unfriendly and even openly 
antagonistic to us. 

High parity prices did help the farmer, the program did cost money, 
but not nearly as much as the subsidies paid business and industry. 

And furthermore, prosperous farmers mean prosperous business. 

Mr. Poage. Thank you, Mr. Krueger. Are there any questions? 

Mr. Lover. I just want to commend the gentleman from North 
Dakota. I have been closely associated with him in the 6 years that I 
have been down here and I know that the farmer has a good defender 
in Congress in him. 

Mr. Krurcer. Thank you, Congressman Lovre. 

Mr. Poaer. Any other questions? 

We appreciate your statement. We are very much obliged to you. 
I believe our colleague on the committee, Mrs. Knutson, wanted to be 


heard. 


STATEMENT OF HON. COYA KNUTSON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MINNESOTA 


Mrs. Knutson. I have a bill, too, on House resolution 3782, and it 
is a 100-percent price support bill on farm commodities, and I would 
like to extend my remarks at a later time in a prepared statement. 


Mr. Poace. Without objection, that will be done. 
Mrs. Knutson. Thank 
(The statement is as follows:) 


EXTENSION OF REMARKS ON H. R. 12 


‘Mrs. Knutson. Four out of five people have left the farm in the last 40 
years. The exodus is not necessarily bad from this standpoint; labor has been 
replaced by machines and techniques. One effect can be bad, and one that 
ean work a terrible havoc on our farming system, is the catastrophy of lower 
prices for commodities than the farmers’ costs of maintaining machines and 
techniques plus a fair living standard. Our family on a farm is more than 
just a business, more than just the labor he puts into it, more than just the 
crops it cultivates and the animals it nurtures—it is a way of life and an 
integral part of our Nation’s economy. It is a standard of living we must 
preserve for both an American way of life and the role of sustainer in our 
whole economy. These ends must be maintained by fair prices to our farmers 
by adequate price supports plus a continual study of better means of distribution 
and maintenance of soil food potential for future generations. 

The lack of centralized control to cut back each individual farmer’s produc- 
tion, such as we find in our steel industry cutback from 94.9 percent in 1953 
to 71 percent capacity production last year, means production higher than 
demand and consequently lower prices. Yet a supply of food and fiber is the 
most vital asset of our country. Whether we eat or starve, go clothed of bare- 
back, they are the most important concerns of every American. We need 
adequate production and we need healthy farm economy. The most important 
problem confronting us at the present time, is maintaining farm income— 
the purchasing power. Price supports protect everybody’s income. The loss 
of a dollar of farmer income means a loss of $7 of our national income. 

The farmer is, so to speak, Our most prolific consumer. He buys the products 
of industry—the products of labor; prodigious amounts of steel, petroleum, 
rubber, electricity, and yes—he pays our Government income tax when he has 
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an adequate income. Without a doubt, farmers pay more taxes than the cost 
of a good farm program would ever be. Perhaps the greatest contribution our 
farm family gives our country, is the culture of the freedom loving, initiative 
sons and daughters molded in growth. 

Preserving our rural way of living requires that our attention be put to 
the complicated factors of our economy. We must prevent amputation of 
agriculture from the trunk of our economy—illustrated by comparison of the 
per capita income. Farm income as a whole does not yield a fair return for 
the farmer’s labor and a fair return for his investment. Farmers, on the average, 
get about 40 percent less for their capital investment and labor than the rewards 
of capital and labor in other occupations. 

If we allow such a trend to continue and bring further disparity, we will 
find a trend on our farms to retain a bare subsistence living, which, in turn, 
means a cutback on outlay for machines and techniques. The end result will 
be the dangerous depletion of the fertility of our soil. In my district I have 
found a decline of implement transactions because of the 30-percent drop in net 
farm income between 1951 and 1954 and the additional 10-percent drop last year. 
Dairy farmers and poultry raisers have suffered even more. 

The drop in farm income caused the value of agricultural assets to drop 
from $170.1 billion on January 1, 1952, to $156.5 billion on January 1, 1955, 
while 30 leading industrial stocks soared from $175 to $412.97 per share from 
1949 to 1955. Value of livestock declined by 40 percent. 

Our immediate problem is to achieve fair, farm income. I urge this com- 
mittee to pass legislation for 100-percent parity on farm products as a measure 
to preserve our purchasing power and our farm way of living in the best interests 
of a wholesome economy. 

Mr. Poage. Thank you. 

Are there others here who would like to be heard? If not, we 
will hear from Mr. Wilken, whom we requested to be here this 
morning. 

Mr. Wilken is one of the outstanding exponents of the idea, and 
I have been one of his followers, that all of our prosperity was de- 
pendent upon farm prosperity. I believe that he has an interesting 
statement on the subject. 

Mr. Horven. I want to concur in what the chairman said as to the 
ability of Mr. Wilken. He is a fellow Iowan and well versed in the 
matter of agricultural economics, 


STATEMENT OF CARL H. WILKEN, ECONOMIST, WASHINGTOYM, D. C., 
ECONOMIC ANALYST, JOINT COMMITTEE ON DEFENSE 


Mr. Witxen. Mr. Chairman and members of the committee, during 
the past 4 years I have been erhployed as economic assistant for the 
Joint Committee on Defense, which was set up under the Defense 
Act of 1950. If I had not been employed by this committee I would 
be around to see you boys and visit with you personally. 

In the past 2 years as part of my work, which has been to watch 
all phases of our economy, I have set up what might be called an 
audit of the United States as a corporation. 

And as a result of this audit I have prepared some very definite 
conclusions based on facts, not on theory, and I put them on four 
pieces of paper which you will have before you. 

In preparing this end result I have had to wade through a mass 
of detail, not only in regard to agriculture, but all phases of our 
economy. 

In preparing this detail I have consulted very closely with former 
a egct Crawford, of Michigan. 

I had three reasons for doing that: First, Mr. Crawford has had 
a long term of experience as a Member of Congress. 
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Second, he has a background of a public accountant which makes 
it possible for him to reach conclusions with facts. 

And third, I used his services because he did not ask me to pay 
for them. 

Mr. Chairman and members of the committee, I would appreciate 
it very much if you would permit Mr. Crawford to say a few words, 
give you his reaction because he has gone over a lot of the detail 
which I will not be able to present to you this morning but I hope 
that some day we can get together and go into the detail. 

Mr. Poager. I am sure that we will be glad to hear from him. 

Mr. WiixeEn. While he is doing that, I will get my papers ready 
for my discussion. 

Mr. Poace. Most of the members of this committee are acquainted 
with Mr. Crawford who served for many years in the House. He 
is well known as an able student of economy. We shall be glad to 
hear from Mr. Crawford. 

Mr. Anpresen. Do you intend to put these in the record at this 
point, or do you want to read them later ? 

Mr. Wiixen. I would like to put them in as I discuss them with you. 


STATEMENT OF FRED L. CRAWFORD, WASHINGTON, D. C. 


Mr. Crawrorp. Mr. Chairman and members of the committee, I 
very much appreciate the courtesy in letting me spend a few minutes 
with you. I will be brief. 

In organized private industry we have what we call budgetary con- 
trol, and by that I mean to say that I can take most any ordinary 


unit of industry and by “ordinary” I mean large industry and if you 
will give me the historical statistics of that company, past and present, 
in production and sales and costs and so on, and so on, I can make 
and I can make successfully and I say that in that manner because 
I never have been associated with an industrial unit that has not 
proven to be successful from the standpoint of fair treatment to em- 
ployees, from the standpoint of operating profit, and from the stand- 
point of paying its proper share of taxes to the Federal Government 
and the State organizations where the company operates. 

And with those statistics, I can control that plant or that particular 
company without, I mean successfully, in the way of business man- 
agement, being right on the job where the work is being performed. 

Fortunately, here in the United States we have had a stability of 
government for a sufficient length of time. We have had some sta- 
bility of industry and economic operations and we have had some in- 
stability. Wehave gone through peacetimes. We have gone through 
wars. We have gone through depressions, we have gone through re- 
cessions, we have gone through the upward bound and so on down the 
line, for a sufficient number of years to give us a written record of 
what has gone before. 

We have our statistics of this Government and of our economy so 
organized as those statistics feed in from the smallest unit of industry 
to the Federal department where the statistics are compiled—we have 
it all so organized that you can get a history of what is going on in the 
United States. 
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The 18 years I served in the House, like you, I did not have much 
time to analyze those statistics. I had an office full of ‘them. 

I had them coming to my desk by the pound because I love statistics 
in the first place, and in the second place, I know what they mean if you 
have a chance to analyze them and understand them. 

So we have these statistics compiled where, if you want to take the 
basic summaries, you can take and stack them on this table, where you 
can just reach over and pick up this tool, and that will help you under- 
stand certain things about our economy. This one here will help you 
understand. 

And dealing with subjects such as Mr. Wilken deals with, you can 
use those statistics the same as a carpenter uses his chisels, his ham- 
mers, his screwdrivers, and his saws, and on down the line. You can 
ue them to get results, good results. 

In the last 2 or 3 decades in particular the Congress of the United 
States has moved into what I call a position of substantially establish- 
ing the policy, the operating policies if you please, of the industries of 
the United States, individually and collectively. 

And therefore, Congress has taken on a staggering responsibility. 
That is why you have spent all of these days here in the last 3 or 4 
weeks trying to get in under this particular problem involved on this 
legislation that is before you. And what you determine on this bill 
is going to substantially determine what will occur in this country, 
economically speaking, during the next several years or so long as 
that new law operates. 

It was my great privilege to be very closely associated with Mr. 
Henry Steagall, who served in this House so faithfully and for such 
a long time. 

He believed in agriculture and industry. And we worked very 
closely before his death on the Banking and Currency Committee 
in matters pertaining to agriculture. It was never my privilege to 
serve on this great committee. 

During the times I worked with him I said to him, and I want to say 
to the committee today this: It is utterly impossible for me to compre- 
hend how any reasonably intelligent person can assume that the econ- 
omy of this country can be substantially kept on balance, with organ- 
ized industry, completely supported by basic labor laws sanctified by 
the Congress and the courts of this country which absolutely and 
unconditionally and categorically protects the buying power of the 
man who belongs to the union, through negotiated wage contracts. 

And to assume at the same time that the other side of the economy, 
namely, agriculture, can be kept in proper position as related to 
organized industry, without legislation and laws, and decisions, some- 
what comparable to those which are given to organized industry. 

I say that as an industrial operator. I say it as’one who has spent the 
lifetime of a generation in the closest and most devoted study to bank- 
ing, production, sales, and the other activities of accounting that go 
into the operations of American industry. 

Why this administration or any other administration would assume 
that the man who works out here on the farm can take his labor to 
the market place and take whatever the open market will give him 
for that labor, can compete with the fellow who is protected by the 
negotiated wage contracts, and keep everything going, I just cannot 
understand. 
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And speaking very bluntly and I am not going to take this out of 
the record, it is difficult for me to have respect for the economic think- 
ing processes of any fellow who wants to keep the farm group over 
here in one position and the industrial group over here in the other. 

The last 2 years I have had some time to do the things that I 
wanted to do. I thank God I had the health to do it. I think I can 
live a while longer if I do not get killed in some accident and I am 
going to have the fun of doing some other things I want to do, without 
being burdened with the terrific detail under which you gentlemen 
have to operate. 

Some of these things I have been doing is spending quite a bit of 
time with Mr. Wilken whose judgment I respect very much, and 
whose judgment and energy and devotion to his worn I have respected 
for more than 15 years. 

He is in a great position over there on the other side, on the Senate 
side, and I hope they will be wise enough to keep him there because 
he is turning out some terrific work. 

If you gentlemen will give him the time he will give you a brief 
review of our economy which to my certain knowledge he has taken 
from the record. It is not a lot of theory that he has concocted in 
his own mind. He is dealing with facts of industry and finance and 
taxation and agriculture of the United States, as that record has been 
written for more than 50 years. That is a pretty good record. 

I have watched him day and night. I have spent a lot of hours 
with him. I think I know exactly what he is doing. 

And if you will give him the time, he will carry you briefly over 
the flow sheet of what has gone on and what is going on in this 
country. And it will pay you to listen to it. It will pay every 
Member of this Congress and every member of this committee in 
particular to understand what he is saying. He cannot possibly get 
all of the detail before you fellows that is involved in this picture. 
But he can give you the hitching post from which you can reason 
your way through this. 

If you will give him the time, he can make one of the most impor- 
tant statements to you in the light of what we are trying to do in 
this country today, in the light of our responsibilities internationally 
and otherwise, he can make one of the most important presentations 
ever submitted to this committee, and I say that after due deliberation. 

There has been a lot said just recently about this automobile situa- 
tion. Unfortunately, it is in a very critical situation. A few weeks 
ago I went to Mr. Wilken, I wanted a summary of what you can get 
out of these facts on the automobile industry. I took those facts out 
to Michigan on some 2 or 3 prints. I met with automobile men. 
We discussed them in detail and they, in those discussions came to 
the conclusion that what he had to say were the facts, and that he 
was pointing the way out of some of this difficulty and also showing 
what some of the difficulties were going to be and those difficulties 
have already: come to the surface, within 90 days from the time Mr. 
Wilken pointed them = 

One other instance: In the spring of 1953, to my certain knowledge, 
he went to the steel manufacturers of this country and I will be more 
specific, he went to the Steel Institute. He told them what was going 
to happen. Where did he get the information? He got it from the 
flow sheet of American industry, past and present. 








368 PRICE SUPPORTS FOR BASIC COMMODITIES 


They did not accept the message in a friendly manner. They did 
not respond to some of his suggestions. 

What did they do? Well, go look at the record. They dropped 
down to about 63 to 65 percent capacity, that is production capacity. 
They hoped to build back but the question immediately comes up, will 
the automobile people be able to sell the 9 million cars on,the basis of 
which they are now producing? And thus keep the steel flowing from 
the mills to the automobile industry? Well, that is the big question 
mark in the minds of a lot of people. It is not any question mark in 
my mind because I am going to make the prediction here they are 
not going to sell their 9 million cars this year. That statement is 
based on the facts that have gone before. 

Now, Mr. Chairman, I must not take any more time because I want 
you to listen to Mr. Wilken. 

Mr. Anpresen. May I ask the gentleman a question ¢ 

Mr. Poace. Will you yield for a question ¢ 

Mr. CrawForp. Yes. 

Mr. ANpresen. A few days ago we had Mr. Walter Reuther before 
our committee, who urged the passage of 90 percent support legisla- 
tion for agriculture. 

Mr. CrawForp. He was wise in doing that. 

Mr. ANpRESEN. Maybe he was, but then of course I agreed with him 
on that proposition. But in interrogating Mr. Reuther he was urging 
free trade for this country, and I cited to him a couple of illustra- 
tions in industry. 

We happen to have a pottery plant in my hometown that will 
gradually be put out of business because of cheaply-imported pottery 
and undoubtedly good pottery made in Japan where they pay the pot- 
ters around 14 or 15 cents an hour, whereas out in my section they 
pay the potters up to $2 an hour, 

And I also cited an illustration in part of Minnesota, where they 
make woolen blankets, where they are paying the workers here in this 
country $2.25 to $1.50 an hour to make woolen blankets and they com- 
pete with a blanket made in Japan for 14 or 15 cents an hour wages. 

Mr. Reuther suggested that we should move the workers in the 
pottery industry and the blanket industry, move them into some other 
area. 

He did not want them to move into Detroit to compete with the 
automobile workers, but he said it was the duty of the Government to 
find other places for them, and I assumed that he took the same atti- 
tude as to agricultural imports although he did not get into that 
question in detail. 

This economy of ours as I understand it, sort of fits together on this 
high American wage scale, high American standard of living. 

r. CrawFrorp. For the whole group? 

Mr. AnprEsen. For the whole group. 

Mr. Crawrorp. Yes, sir. 

Mr. Anpresen. And of course, there has been the contention of the 
members of this committee on agriculture ever since I came on it 30 
years ago that the basic purchasing power in the United States came 
from agriculture and that it was our main industry and in order to 
keep the entire economy going including that of labor and of industry, 
we had to have a i and prosperous agriculture. I would like 
to have your comment-on that; in view: of what Mr.:Reuther told, us. 
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Mr. Crawrorp. No. 1, of course we know that the automobile in- 
dustry is the greatest promoter of free trade that is operating on the 
face of the earth today. I mean absolute movement of goods across 
international boundary lines without any tariff or quota restrictions, 
on the theory here that the American automobile industry can pro- 
duce a higher quality machine, and sell at less dollar cost on the world 
market than any other country on the face of the earth. That is their 
approach. That is their basic philosophical approach. 

It may be true they can do so today. I do not know what they will 
be able to do 15 or 20 years from now because that is something we 
do not have the statistics from other countries like we do in the United 
States to study that particular phase of it. So the automobile industry, 
General Motors, Ford, Chrysler, the two new companies that have been 
organized, that took in the other smaller companies, are 100 percent 
free traders and the American farmer ought to know that. 

Apparently people are afraid to talk of it very much. 

I have to sit with them more or less and live with them more or less, 
in meetings I attend, but I say it to them just as emphatically as I do 
to you, you are a bunch of freetraders and I want you to know that I 
know it. Iam in disagreement with you on it. Because I am not a 
freetrader in that respect. 

Mr. Reuther has recently sat down and agreed with the AFL to 
throw the whole group together. I think I know substantially what 
is going to come out of that union. And those who believe in pro- 
tection in this country to some extent had better be aware of that new 
influence. I am not saying that some boss is going to tell 15 million 
workers how to vote. But I am saying that when the spokesmen for 
the organized labor of this country consisting of 15 to 25 million peo- 
ple stand before a committee like this that is going to carry influence 
and power—Mr. Reuther will undoubtedly ask for the annual wage. 
I have been talking very intimately and very closely with some of the 
statistical men in the automobile industry as to how that could be 
worked out if it could be worked out. They said to me very emphat- 
ically, sure we can pay the annual wage, but the restrictions which will 
have to be iapanel upon labor will be such that once the individual 
worker finds out what those restrictions are incident to the annual 
wage in his labor-union meeting he will vote against it. 

Therefore, we do not think we will have to meet that. That is not 
saying Mr. Reuther is not going to ask for it. It is not saying that 
perhaps Ford may grant it, and of course others will come along. 

Now Mr. Reuther is at the head of CIO-UAW. That is the auto- 
mobile workers. So he is singing the song of the automobile industry 
with respect to free trade. To have the Government of the United 
States come along here and say to the workers in this particular com- 
munity, in order to facilitate international trade, under the conditions 
which now exist and I involve a lot in that statement, we are going to 
transfer you down to this area and this group we will transfer you to 
over here, and this group we will transfer you over to here. Horse 
feathers. 

I certainly hate to be a Member of Congress voting on a proposition 
of that kind. 

So that is involved in Mr. Reuther’s observations. 
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Mr. AnpresEen. I cannot conceive of how any American leader in 
industry or in labor, or in agriculture, can advocate the liquidation of 
some other branch of our American economy. 

Mr. Crawrorp. You are correct; only yesterday before the Senate 
committee—the great expert. from New York City, head of the New 
York Stock Exchange—said, gentlemen, we need all of the savings 
of all of the people of this country to provide the investment capital 
with which to expand American industry to keep this thing going. 

He did not say that you could shut down this industry and wipe 
out the investment. He was not supporting Mr. Reuther’s statement 
when he made that statement. He was supporting what you, Congress- 
man Andresen from Minnesota, had said. Of course you cannot wipe 
out those industries. 

The faith of the people in the stability of Government in stability 
of the economic operations and if you are going to have the Congress 
of the United States tell me, now Crawford, next week we may wipe 
out this industry, next week we may wipe out that one, I will not be 
interested in putting my savings in American industry. 

I can find better stability somewhere else. 

Mr. AnprEseN. Just another point that you mentioned. Speaking 
about more competition in the automobile industry. Isn’t it a fact that 
during the past decade or longer, we have been pouring out as gifts 
of billions of dollars, over $50 billion that I know of, to build modern 
factories, to teach American know-how, all over the world so that they 
can produce more. What for? To ship into the United States or to 
raise the standard of living over in the other countries of the world? 

Mr. Crawrorp. The theory at the moment is to ship it into the 
United States. 

Mr. ANDRESEN. Well, that goes for agricultural commodities, too. 

Mr. Crawrorp. I might say to some of these younger Members of 
Congress the 18 years I was here, I voted against $90 billion of that 
appropriation we are speaking about. Voted against $90 billion ef 
it. I did not believe in it and I don’t believe in it now. Wages are paid 
from production ; not from profits. Wages are paid from production. 
When other people work as our people do and produce, they will have 
wages with which to buy things. It is not right to tax the American 
wage earner and send his dollars over to this fellow who is not pro- 
ducing something that he can buy it. 

It might be all right for me to take some of my savings and go into 
that country and invest, for the production of goods for the market in 
that, country, as I am constantly telling people. 

To produce goods for that market, not for the United States mar- 
ket—let them raise their standard of living out of the production of 

oods in that country, sold in that country, consumed in that country 
instead of being shipped to the United States. That is the way we 
built this country. 

Mr. Anpresen. Then you do not feel that here we, in the United 
States, with 6 or 7 percent of the population of the United States, can 
sustain the economy of the entire world. 

Mr. Crawrorp. You cannot. And I say that, after visiting over 
58 countries around the world backward and forward and discussing 
these matters in detail, with the men who made the policies in those 
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particular countries, the 58 countries, based on my experience in this 
country. 

Mr. Poser. Any questions? If not, we thank you, Mr. Crawford, 
Mr. Wilken, we will be glad to hear from you further. 


STATEMENT OF CARL H. WILKEN—Resumed 


Mr. Wiixen. Mr. Chairman and members of the committee, the 
first point I wish to make is that this matter of production and price is 
not a political problem. The income of the farmer, the income of 
every industry, the income of the United States, depends on just two 
factors of equal importance. 

One is the number of units produced. The other one is the price 
per unit. 

When you multiply those two with arithmetic, the result is very 
accurate, in terms of income. This income in turn is the demand 
available to consume the goods you produce. 

Our economists rely on what they call the law of supply and de- 
mand as if it was some strange mysterious force in the atmosphere 
that is going to come down and provide a proper price. 

And I find that many of them today, in reading their discussion 
think that the way to get a proper price is to spend more money, in- 
crease the debts. In other words, the more debt you have, the more 
prosperous you are going to be. 

The second point I wish to make, in the last 2 years and again in 
the last few weeks, the American public and this committee has been 
spending a lot of time arguing about the so-called farm surpluses and 
arguing about the cost of price support. 

hope this morning, at least, you can throw that out of the window 
because, frankly, I think it is a waste of time. 

Third, I have often had businessmen and Members of Congress say 
to me, “Well, I do not know, I’m not an economist.” There is nothing 
in what I am going to say to you this morning that you cannot de- 
cide on, with the use of nothing more than simple arithmetic and 
common sense. 

In fact, very few Members of Congress can qualify with the funda- 
mental definition that Webster gives for an economist. For an exam- 
ple, if you will get the Webster’s Unabridged Dictionary, the large 
one, you will find that Webster’s first definition of an economist is 
that an economist is a housewife. There is a very definite reason for 
that. The housewife is the manager of the household and is continu- 
ally confronted with the problem of making the budget for food and 
clothing and rent and fuel meet the income brought home by the wage 
earners in the family. 

In 1954 the Department of Commerce published its annual income 
supplement. This is a copy of it. This publication contains a com- 
plete record of the economy of the United States from 1929 through 
1953—25 years—and down to a detail where it tells how much money 
our women spend in the beauty parlor. 

I have studied this record for 18 years. I have watched each year 
go by and then I have taken the record and compared it with the record 
before that. It is the finest, the most complete record that has ever 
been compiled and published by any nation in all of the history of the 
world 
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It contains the facts that this committee needs, and that other Mem- 
bers of Congress need if we are going to have intelligent and sound 
legislation. I was particularly interested in watching the record in 
order to check it with a very simple positive and important ratio that 
I presented to society in 1937. At that time I told society, I told Mem- 
bers of Congress, that for each dollar of gross value of our farm pro- 
duction, we would have $7 of national income, and we could pay $1 
of payrolls to the production workers in our factories. 

Now this ratio does not appear in this publication. It does not 
appear in our economic textbooks. The economists as a group have 
ignored it. Some of them have even tried to ridicule it. I think if 
you will go into your hearings of last year, you will find that the 
Secretary of Agriculture, Mr. Benson, appeared before your com- 
mittee and tried to point out that it did not exist. In the tabulation 
that you have before you, you will find that in the first column I have 
the national income for the full period 1929 through 1953. 

That was taken from the records of the Department of Commerce. 
In the second column you will find the gross farm income. You will 
find that in the agricultural outlook for 1955 on page 14. In fact, it 
goes all the way back to 1910. 

In the third column, you have our mineral raw materials, petroleum, 
coal, building materials, metals, and so forth. By adding the gross 
farm income and the gross mineral income you have the total value of 
all new wealth produced annually in the United States. 

If you will divide the total farm income during this period, $493 
billion, into the total national income during this period, your result 
will be approximately $7.05. In other words, during this 25 years, 
for each dollar of initial farm production we have had $7.05 of national 
income. 

It is impossible to expect this ratio to hold exactly each year for 
this reason : 

First, your farm production precedes the balance of your economy ; 

Second, we have a weather cycle which creates an unstabilization in 
the units of production; and 

Third, we have had a very unstable price ratio. But over any period 
of years that seven times ratio does hold true. Now, then, I want to 
discuss it a little bit. 

(The table referred to follows :) 
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Total value of raw material production and percentage of national income 


Total minera] 


National | Gross Gross mi 
National tross farm iross mineral and farm 


Million Million 
$13, 832 | 5, 888 
11, 420 765 | 
8, 378 | 167 | 
4, 400 462 
7, 050 555 | 
8, 465 | 325 
9, 585 | 650 
10, 627 | 557 
11, 185 | 413 
10, 037 | 363 
10, 426 914 
10, 920 614 
13, 707 878 
18, 592 | 576 
072 
417 
141 
896 
484 
766 
648 


22, 870 
24, 113 
25, 323 
28, 967 
34, 002 | 
34, 520 
31, 763 
32, 066 412 
36, 944 880 
36, 842 17, 263 
305. 0 | 35, 430 | 18, 650 | 
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Note.—Gross farm production, 14.2 percent of national. Gross mineral production, 6.04 percent of 
national. Combined total raw material production, 20.26 percent. 


Source: Carl H. Wilken, economist. 


Mr. Wiken. This is important for this reason: That, if and when 


society underpays the farmer $1, $7 of income goes out of the window. 

It is something like operating an automobile. If you have an auto- 
mobile that. will make 15 miles to a gallon, you put in 1 gallon, you 
drive 15 miles; you put in 2, you drive 30; but if you do not put in 
the gallon of gasoline, you do not drive. And this is exactly that 
sort of ratio. 

Society does not realize this. Because of that simple fact, the theory 
that has been presented to this committee time and time again—that 
by permiting the farm price to go below parity it will curtail produc- 
tion and incresse:consumption of farm products—is a complete fallacy 
for the simple reason that when you permit that farm income to drop 
1 percent below parity you are going to lose 1 percent of your total 
national income. You will lose 1 percent of your demand for not only 
farm products, but for everything else you produce, including 
automobiles. 

Now, if you combine these two tables, gross farm and gross mineral. 
taking your total new wealth, if you divide that into your national 
income, you get a 5 times turn for your total new wealth. 

In other words, for every dollar of new wealth, no matter what 
its source that we produce in the United States, we generate approxi- 
mately $5 of national-income. 

(The chart of farmers’ cash receipts and income of industrial 
workers is as follows :) 
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FARMERS’ CASH RECEIPTS AND 
INCOME OF ——  % 06 1935-39 
INDUSTRIAL 

WORKERS 


1920 1930 1940 1950 


* MANUFACTURING, MINING, & RAILWAY WORKERS OCASH RECEIPTS FROM FARM MARKETINGS 


U.S. DEPARTMENT OF AGRICULTURE NEG. 42554-KX BUREAU OF AGRICULTURAL ECONOMICS 


Industrial workers’ income in early 1950 responded quickly to the recovery in 
business activity, while farmers’ cash receipts continued substantially below 
levels of a year earlier. Cash receipts in the second half of 1950, however, 
rose under the stimulus of expanding demand and rising prices following the 
Korean outbreak. Both cash receipts from farm marketings and incomes of 
industrial workers rose from 1950 to 1951 and have increased further in 1952. 


Mr. Wixen. On the second chart here I will call on the Depart- 
ment of Agriculture myself to prove my point, in their agricultural 
outlook for 1954. They published the chart that is before you. They 
use in preparing that chart what they call indexes. If you substitute 
actual dollar values and if this committee wants the actual dollar 
values I can give them to you or you can have the Department of 
Agriculture or the Department of Labor prepare them for you. I 
know what they are. You will note that from 1919 to 1939 and 1940, 
those two lines ran one right with the others. In other words, during 
that 20-year period for every dollar of farm income we have available 
a dollar for the production workers in the factories. 

Then in 1939 we went into war production for France and England, 
expanded our payrolls, in 1941 we went into the Second World War. 

In 1944 we had a dislocation. We were paying out about $1.50 of 
factory payrolls for a dollar of cash farm income. In 1946 we held a 
meeting of a group of Congressmen in the Ways and Means Com- 
mittee room and we discussed the predictions of the economists at that 
time, that we were going to have a depression and I made the point 
that because of the farm price support we could not have a depression, 
and I also told them, I want to reiterate it today, if Congress will 
maintain a 90 percent price support and demand the administration 
which will administer that program to yield an average of 100, this 
Nation cannot have a depression. And for every 1 percent that you 
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fail to maintain this parity, we are going to lose 1 percent of our 
national income. Which, at the present ratio would be $3 billion for 
1 percent; 10 percent, $30 billion dollars an on down. 

ou will note that in the period from 1944 our farm income rose. 
You will notice a very sharp drop taken by factory payrolls. The 
actual figures are that from 1944 to 1946 factory payrolls dropped 
$7 billion. 

You have been.told that farm income depends upon factory pay- 
rolls. That is not true. It leads the way. The others follow. You 
will note that when factory payrolls got back in balance, with cash 
farm income they started to move up together. Then came Korea. 
And again we put more workers in our factories. And we brought 
about much the same dislocation that yon had in 1944. 

If and when you get back to a peacetime economy this 1-to-1 ratio 
will resume. 

Now why?! It is not a basis of theory. It is the result of a simple 
law of change. If you will get the census of 1950, you will find that 
the Department of Commerce has the figures which show that in 
towns of 10,000 and under and in the areas surrounding them, we 
have 50 percent of the population of the United States. The people 
living in those towns of 10,000 and under and in the territories 
surrounding them depend upon the income from new wealth produc- 
tion in their areas. They do not realize that. On the other hand, 
we have larger towns for example, Sioux City, Lowa, just happens 
to be my hometown, it is in Mr. Hoeven’s district, a city of 90,000 
people. Their income depends upon the price and number of units 
of a products produced in the area. I will explain that very 
simply. 

The little-business man living in a town in rural America, no 
matter which Congressman’s district it is in, does not receive his 
income from the manufacturer. He has to pay factory price plus 
transportation to the town in which he operates. His operating 
margin must come from the value of farm products or other raw 
materials produced in his area. Now your Department of Agricul- 
ture records clearly illustrate that this does take place. 

On the page where they have the gross farm income the BAE 
gives the proprietor’s income. You can trace that back from 1910 
clear up to the present time and during that period the farm opera- 
tor averaged 42 percent of the total value of farm products. The 
other 58 percent went to support the small towns that are service 
centers in between the agricultural industry and our manufacturers 
but received their income out of the farm price, and the farm income. 

I have had several occasions to meet with the economists and put 
the facts before them. I had one such occasion in 1950 out in the 
State of Indiana. We had about 20 people together. We had 2 
economists also from the University of Indiana, 2 from Purdue, 2 
from Butler and 1 representing the Farm Bureau. 

I had the facts with me in large visual charts and discussed them 
for 3 hours. Then we disbanded and later I sent them a copy of the 
tabulations and the charts, with the written analysis of each one and 
in about 6 months after that I got this reaction. 

They said we are all agreed that the facts Mr. Wilken presented 
were accurate, they were the official record of the United States Gov- 
ernment, but we cannot agree that agriculture is the beginning 
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of our economy. That is the crux of this whole problem. And 
for that reason I am going to take a little’time and prove to you that 
agriculture is and always has been and always will be the foundation. 

First, I am just going to use the simple experience of a farmer. 
A small farmer when he operates a farm finds that his first steps must 
be to prepare his seedbed. And the better the seedbed the better the 
crop he can expect. His next step is to plant the seed. Then tend the 
plants until finally, with the aid of nature and sunshine, and he does 
not know what that is going to be, he finally comes up to harvest. 
And on all of our basic crops the farmer has to work and invest his 
capital a full year before that crop is ready for our economy to use. 

Now, then, here we are today. Let us just assume that today our 
cupboard is bare. And society would have to live off of the crop that 
we expect to get. Many of them would die from starvation before that 
crop became available. Now, the point that I drive home is that you 
must have farm surpluses or you cannot operate, and they have got 
to be produced at least a full year ahead of time. Now, take your 
cattle end. 

It takes 4 years to produce an extra pound of Prime steak from the 
farm to the Senate restaurant. 

In addition to that, the agricultural industry has got to clothe and 
feed our growing labor force for 16 years before society can use it. 
But there is a much more important reason than that. 

Early in my study of our economic record, economic textbooks, I 
found that the Bible had more fundamental economics than all of our 
textbooks put together. 

The Good Book tells us that God created the earth. He created the 
sun, and the moon and the stars, and the rain. He created man. He 
created the animal kingdom as a servant of man. Now, then, you 
people are interested in livestock. I want to point out to you the tre- 
enn contribution to the human race when God created that animal 

ingdom. 

Your Department of Agriculture, again in its Agricultural Outlook 
for 1955, says that as of today we have 178 million animal units. That 
can be compared with 64 million human workers, or about 214 animal 
units for each human individual that is working. These 178 million 
animal units are laborers. They gather the output of 75 percent of 
the farm acreage in the United States. Each one of those animal units 
is a factory, operating 24 hours a day, processing the grass that they 
gather, the additional feed that we give them in the form of grain, 
cottonseed meal, or whatever it might be. 

All of that has to be done prior to the entry of livestock products 
into our economic cycle. 

We talk about our industry, our manufacturing industry. And 
those 178 million animal units are.178 million factories.that process 
snore Renan of raw materials than all American industry added 
together. 

he good Lord created the human race and the animal kingdom so 
that they must eat to exist. They must eat to obtain energy to work. 
In other words, the good Lord made of agriculture the primary indus- 
try by the laws of creation. 

This whole scheme of things is carried through very definitely in 
our economic cycle. 
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If you will take the records that I have on the first page and compare 
you will find that in that 25-year period 70 percent of a materials 
came from agriculture. The other 30 percent are minerals, 

Now then let us follow those raw materials through to the retail 
counter. Your records show that in those 25 years 70 percent of all 
goods sold at the consumer level were made up of food, beverages, 
shoes, clothing, and tobacco, all made out of farm products. 

Sold at the retail level, reflecting the flow of 70 percent of your raw 
materials through your cycle. This means very simply that 70 pereent 
of the labor force in the United States is engaged in the production, 
processing and distribution of farm raw materials. This apparent 
ratio that exists out in rural America, the farm operator receiving 
about 45 percent of the gross value, society receives the other 55 
percent, is carried out in the next space. 

Let us draw a line and leave the whole agricultural thing on this 
side. We take the total value of farm products and move it through 
our factories and back out through the retail channels. What do we 
find? We find that the farmer under a parity situation, will get about 
46 or 47 percent of the consumer’s dollar. 

In other words, there again, society has added on about 50 percent 
and that addition is what goes to pay the people engaged in factories 
that are processing food and distributing food. So that when you talk 
about a direct effect, the price of farm products directly affects the 
income of 70 percent of your workers as these products are produced 
and moved through the cycle. If you add in your other raw ma- 
terials, you end up this way: 

You have two kinds of goods. You have your durable goods with 
long life. In those you have your sane automobiles, you have 
refrigerators and furniture in the home and so on, and then you have 
your nondurable which are your food items, your personal gasoline, 

our fuel in the home, all of the immediately consumed goods that 
Just pass off in the atmosphere. 

There is nothing left of it. 

In this 25-year period 80 percent roughly of our expenditures for 
goods go for nondurable lod 20 percent for durable. In the process 
of carrying these items through we have to have service industries, 
transportation, we have to have wholesale and retail trade operations, 
Those are services. We have to have health and medical attention. 
Those are services. 

When you add services to consumer goods you get the total consumer ° 
expenditure. In this 25-year period 80 percent of the national income 
has been used for consumer expenditures. The difference between 80 

reent going for consumer expenditures and the rest of the national 
income, the other 20 percent, that is the operating = of the United 
States.. That is important. I want to drive that home. We have an 
annual 20 percent operating profit in the United States. I will give 
you a cross check to prove that we do have it. J 

For example, in this 1953 period, we had 64 million workers; 55 
million of those were receiving their income through a salary, 9 million 
were self-employed. In the 9 million of self-employed you have the 
farm operation and you have all of the unincorporated businesses, the 
emall grocer, the druggist, and so on. 
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When you add up the net income of the unincorporated business 
units, the net income of agriculture, and the wages paid out to labor, 
you have the payments in our economy for personal services. 

In this 25-year period, 80 percent of the national income went for 
personal services. The other 20 percent was capital operating profit. 
Then how is it used ? 

At present the Nation is worth about $1,200 billion. I will give you 
a simple ratio which you can use to see or determine the national worth, 
that is, the total value of the United States at any time. Four times 
the national income is your total worth of the United States. 

And that is on the basis of an average earning of 5 percent. Now, 
then, let me illustrate to you. Here we were in 1954, we had $300 
billion of income. And on the basis of 80 percent going for consumer 
expenditures, we had 60 billion of profit, operating profit. What be- 
came of that? 

We have 710 billion of public and private debt. That is at the 
present time. 

Out of this 60 billion come first the interest and carrying charge on 
the 710 billion. The balance has to be the return on the equity that we 
have between the total worth of $1,200 billion and 710 billion. If and 
when we return to a situation like we had in the thirties, and your 
profit, which runs 20 percent of your national, is down to a point where 
it will not pay the interest on past capital obligations, then you have 
to have foreclosures of homes and farms and factories. 

And I am saying to you very simply, that if you ever permit farm 
prices to drop back to 61 percent of parity, the average of 1932 and 
1933, you will have exactly the same situation but with a lot more 
dollars involved. 

On page 3 I have set up a very simple balance sheet which shows you 
the operation of our economy and gives you the business record. 

First we will take 1953, our potential national income in 1953 was 
$332 billion. Now you can ask the question, How do you know it? 

If you will take the average national income in 1946 to 1950, which 
we will get to in the last page, you will find that the average national 
income was $211 billion in those 5 years. I used those 5 years for a 
base because during those years we did not have an increase in the 
national debt. 

(The table referred to is as follows :) 


National balance sheet 
[Billion dollars] 


1953 : 
Poreiiie? Batiomsl isbome 6 So ee bu ee i le $332 
Dieta Ghee iit a oa oe es bee eet US a aa ts 305 
Dense Wid a ith oral, thb pitch ce nth cqniindanapet nuit mead 270 
Unearned national income, result of deficits._................----- 35 
A SO IU UI PU ciao oes a gi headend nares cnclccmentants coment cot natartaae 60 
Loess of earned operating promtis ju ee a 12 

1954 : 
ee nnn nee orien es eepnaemren mcd oit lieu alee 345 
Mean Sie 5 oo eo es ae as 800 
Basnnd matinmel inemeuciititiei tc i cect bas sib ieee 270 
Unearned national income from deficits............. 30 
I Te a saci i diame n eemenenhbebaieanaiienigtle 75 
Se Oe. Oe I I i oie ntetcreitiecuenctcdininsosstinncie iielaninicmenen 15 


Source: Carl H. Wilken, analyst. 
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Balance sheet based on new wealth income in 1953 and 1954 and production 
potential of 137 percent of 1947-49 in 1953 and normal expansion in 1954 at a 
price level of 115 percent of 1947-49 = 100. 

Mr. WiiKEN. We had deficits some years, we had surpluses in the 
treasury in other years. 

But during that 5-year period our national debt did not increase, 
and we were living off an earned income. 

In July 1953, we reached a point where we were producing 37 percent 
more physical quantity of goods than we did in 1946 to 1950. Our 
price level was 115. So your potential income, if you had maintained 
that 137 percent production, would have been 137 percent times 115, 
times the 211 billion. To prove that it is accurate, let us come up 
to 1954. In 1954 the production level had dropped down to 125, price 
level 11414. If you will multiply 125 percent times 11414, times 211 
billion, you will come up with 300 billion national income as com- 
pared to 300.2 billion caleulated by the Department of Commerce. 

You can take that ratio and determine what income you are going 
to have out in 1970. And if this Congress will maintain this present 

rice level and restore parity to agriculture by 1964, you can have $425 

illion of income and you can have a balanced budget and you can 
keep on going up constantly year after year. If you don’t, the other 
things will happen just like this record shows. 

In 1953 you had permitted your farm income to drop below parity. 
For every 10 percent that your farm income drops below parity you 
lose 10 percent of the market for factory goods in rural America and 
that is equivalent to 5 percent on an overall basis. So our factories 
could not sell their products. So they had to cut back. You heard 
people talk about the unemployment we had and so on and so forth. 
All because of the failure to maintain farm parity. 

Your earned national income in 1953 was $270 billion. 

You say how do you arrive at that? 

Your total of farm and mine income in 1952 was $54 billion. Times 
the 5 times turn of raw material income into national, you have your 
$270 billion. 

Thirty-five billion dollars of the income that we had in 1953 was 
unearned. It was the result of deficit financing. To repay that $35 
billion of income that we used created as a result of a deficit, which 
turns over backward 5 times and generates $5 of income. Sometime 
in the future we are going to have to earn $35 billion, tax it to the full 
extent of the profit or 20 percent in order to repay it. 

Your loss of earned income in 1953 was $60 billion, $62 billion to be 
exact. Ihave rounded out this. Your loss of earned operating profit 
was $12 billion. 

Then we go into 1954. You had not corrected the subparity price 
situation for agriculture, so again you could not utilize your potential 
production. 

Your potential production in 1954 was $345 billion. This produc- 
tion expansion ratio was set forth in the President’s Economie Report 
by his advisers. 

I have known of its existence for a long time. I have a chart here 
that runs from 1910 to 1954. You have had a normal ratio of ex- 
pansion if you use it of about 4 percent a year ever since 1910. In 
the depression we did not use our potential. Just on the side. To 


59214—55——-25 








380 PRICE SUPPORTS FOR BASIC COMMODITIES 


point out what may happen to you in the future, if you do not take care 
of this situation. 

From 1930 to 1941, 12 years, the United States lost $530 billion of 
income and it lost the 514 years’ output which we could have had 
and used. 

And the same thing will happen all over again if you permit farm 
prices to go as low as 61 percent of parity. 

Your earned income in 1954 again was $270 billion and in 1954 
you again had $30 billion of unearned income created by deficit 
financing. Translated into consumer buying power, 10 percent of all 
consumer sales in the United States in 1953 and 1954 were the result 
of deficit financing or a mortgage on our future income or the income 
of our great-grandchildren. 

Now then summing up these two tabulations, in the 2 years 1953 
and 1954, because we did not maintain parity for agriculture, we lost 
$137 billion of earned income. We offset $65 billion of that through 
deficit financing, leaving a net loss of $72 billion. 

Wrapped up in that $72 billion was $40 billion of consumer goods. 
People did not have that because we did not permit that income to 
be created. 

Wrapped up in that $72 billion was $28 billion of buying power for 
farm products at the retail level or approximately $14 billion at the 
farm level. And this surplus that this committee is talking about 
is due entirely to the underconsumption created by permitting farm 
prices to go below parity. And if you do not restore farm parity 
you will be talking about surpluses in fact until doomsday. 

Because, unless you permit agriculture to get parity, ou cannot 
possibly generate the income to consume the products. t us take 
a look into the past. Let us go back to the thirties. In 1933 we passed 
legislation to kill the pigs, to plow under crops. Nature came in and 
gave us two severe droughts in 1934 and 1936. Did that solve the 
surplus problem? No. But in 1942 when farm prices got back to 

arity, this Nation was moving full speed ahead. And you did not 

ave any surplus problem. Consstins up to 1950 if I had the time 
I could go into detail and show you how it operated, how the misman- 
agement or whatever you wish to call it of OPS brought about the 
price squeeze which forced farm prices down from March 1951 about 
20 percent. In the last few years we have had the highest payrolls in 
the history of the country. Yet our farm prices today are 20 percent 
below par. Or the level that existed in 1947 to 1949. _ 

To give you a simple picture of what your real parity is, this comes 
from the Bureau of Labor, the price structure of your 22 leading raw 
materials, on February 21, 1955, was 90.9 of 47-49 as a hundred. Your 
eonsumer price at this moment is 114.3 percent. f you divide 114.3 

reent into 90.9, the result will be about 80 percent. That is the 

uying power that rural America has today as compared to 47-49. 

I have made the statement that this whole situation was created by 
a failure to maintain farm prices at parity. I want you to turn to the 
last page. 

(The page referred to follows :) 
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Comparison of key segments of our economy, 1946-50 average with year 1953 














Percentage 
Average Actual increase or 
1946-50 1953 decrease (—) 
from 1946-50 
Bil. dol. Bil. dol. 
we pa meee Eitdnatieeopghabduntinad dh gle seicwiicrcndaasidbantn Ste 211.0 300-6 44.5 
0 i i kk nine ieen cents 136. 5 . ; 
Proprietors income: yn we 
Se ss Se ht A arden Cenicenuanttacmaebeaduawedoe 14.2 12.2 —14,1 
6) Business and professional. -.-...............-..-...-..-..-.- | 21.4 26. 2 22.4 
oO PIE REELS, Sonn dicdgucdddentddcedaininchmasocecdad 26.9 38.8 44.2 
pO EEN Ee TEN ele 7.2 10. 6 47.2 
WON QUINN slot) d1. J0c1LL JJ. -11,014,-cnc-ldc0.t-b.t0- kun 4.5 8.4 86.6 
Be iit iipen vaxienwas aa adeccvsctnistacnnwnddde de 32.3 | 35. 4 9.6 
I ad | 13. 24 18. 65 40.8 
Consumer expenditures: 
a a od. nnmiipeientiiada 94.4 118.9 25.9 
MEE Fei ia Fh thle soo ae Jodo diden eh cobble etd wccel 22. 2 29.7 | 33.7 
soa cicsice he mtlabsicineegtediadein 505.0 | 1710.0 | 40,0 
1 Estimated 1954, 
Note.—Consumer expenditures in 1953 should have been approximately $169 billion to support a national 
income level of $305 billion, Actual sales were $148.6 billion. a 


Source: Carl H, Wilken, analyst. 


Mr. Wirxen. The last page indicates our average income in 1946 
to 1950 was $211 billion. You will find the total payroll, and all of 
the other items. Now from 1946 to 1950 our national income increased 
44.5 percent. You will notice that your total payroll which represents 
about 62 percent of the national income went up 53.2 percent. 

In all fairness to labor, I must point out that $5 billion of the 
increase from payrolls from 1946 to 1950 was military. In other 
words, that was not in our economy, but making that correction, 


cutting back your payroll $5 billion, on account of military pay, 


your payroll was 49 percent above 1946 to 1950. The point I want to 
drive home there is that labor did have the income to buy. 

Then we go down to the farm income, in 1946 to 1950, the farm 
proprietors’ income was $14.3 billion; in 1950 it was $12.2 billion. 

The farmer during that period actually had a decrease of 14.1 
percent in income. If the farmer had had the same relative increase 
that the national income rose from 1946 to 1950 to 1953, the farm 
proprietors’ income would have been $20.1 billion instead of $12.2. 

This loss of income in agricultural areas had a very decided reflec- 
tion on the small businesses operating in those areas and you will 
notice that the business and professional income instead of rising 44.5 

reent or in ratio to your national income, went up to $26 billion or an 
increase of 22.4 percent. 

Next is your corporate profits. You will find that they increased 
44.2 percent. You will find that the rental income went up 47.2 per- 
cent. Your net interest rate rose 86.6 percent. The rapid rise in 
interest rates was due to the fact that there was very little increase 
in the national debt from 1946 to 1950, to 1953, as compared to the 
very large increase in the private debt which carries the higher rate 
of interest. That shot up the interest earnings very rapidly. 

Your mineral raw materials primarily supported by the war expen- 


ditures were in good position with the exception of two items, lead 


and zinc. Mineral production did get an increase of 40.8 percent. 
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So when you boil it all down there was one reason and one alone 
why our economy had to cut back in 1953 and could not use the full 
potential of our national—production cycle. 

I pointed out to you that the cost was $137 billion not to do this, and 
not having this $137 billion, we went out and mortgaged future income 
to the extent. of $65 billion, or in terms of national debt, about $12 to 
$18 billron. 

You are going to do the same thing in 1955, if you do not correct 
the situation. 

Your potential income in 1955 is $358 billion. Your new wealth 
income dropped off $2 billion last year, so your earned income in 1955 
will be about $260 billion. 

What is your income going to be? I do not know. I do not know 
how many deficits Congress is going to vote. But any income that 
you have if your raw material income stays at the present level, any 
income that you have above $260 billion will have to come from deficit 
financing. And in terms of earned i income, your potential income in 
1955 w ill be $358 billion. Your earned income will be $260 billion. 

The difference between those is $98 billion. That is the earned in- 
come you are going to lose in 1955 unless this raw material price and 
income is restored. Now frankly, it is a poor way to run a business. 
You members are on the Board of Directors. I have gone through 
the proposition as a whole. There are many details that have gone 
into this study of various phases of our agricultural economy, employ- 
ment, wages, payrolls, consumer expenditures, corporate profits, your 
tax situation. For example, let me just take that $72 billion and show 
what was involved besides the loss of markets in rural America. 

I pointed out that in that $72 billion which we permitted to float out 
the window, we lost a market for $28 billion of farm products at the 
consumer level. And that your surplus was the result of the lack of 
that income. Now wrapped up in that $72 billion was a market for 
$2 billion of automobiles. Wrapped up in that $72 billion which we 
did not permit to generate, is $2 billion of imports we would have re- 
quired to operate our economy at its full speed ahead. Which means 
that we would have had $2 billion addition export markets as the 
result of the dollar credits created. 

In terms of Federal revenue, that loss of $72 billion meant a loss of 
$14 billion of revenue to the Federal Treasury. And that is why your 
budget is unbalanced. And this Congress or no other Congress can 
oper rate the United States on the basis of a proximately full employ- 
ment and a balanced budget unless that administration is willing to 
see to it that these raw materials enter this machine at an average of 
parity, and it is going to cost you billions and billions and billions, yes, 
may even destroy our American system if we do not do it. 

I would like to come before this committee, I am willing to come be- 
fore you any time, to go into a discussion of any particular details, 
and I know you have many of them. 

Mr. Poace. We want to thank you for your fine statement. 

It is very interesting and of course we all know that it is instructive 
if we have the background to comprehend all that you have said. 

Mr. Jounson. I want to say that I enjoyed your statement very 
much. It is not overproduction but it is underconsumption. 

Mr. Wrken. Right. 
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Mr. Jounson. I would take it from your statement that you had 
been for 100 percent of parity rather than 90 percent. 

Mr. WiLKeEN. Well, yes, and no. The simple facts are these, that 
you have a very large United States, in other words, lot of area to 
cover. And I think that the most effective program, if we would 
have it, with the least restriction as far as operation is concerned, 
would be a firm price support at 90 percent of parity with a ceiling 
of 110, averaging out at 100. 

If you will go back into the history of the Steagall amendment 
and you follow it through from 1942 clear on to 1950, agriculture «id 
average better than 100 percent of parity, which is not unhealthy be- 
cause to get income for expansion, it has always got to start out at 
the bottom if you are going to have it start on a sound basis. 

In having a strict 100 percent of parity, I have nothing against it, 
but I think being frank with you, I think the other kind of program 
would work just as efficiently to yield 100 and give you the flexibility 
that you might have. 

But I would not under any consideration go below 90 because 
going down to 90 percent, means a 10 percent of $300 billion, or $30 
billion loss in income if you permit it. 

Mr. Jounson. I come from an area where the main industry is 
dairying. Right now we are operating on 75 percent of parity. We 
are just 14 percent away from the depression right now according 
to your figures. 

Mr. WitKen. No; you are not 14 percent away; you are in it. 

Mr. JoHnson. I know we are in it I mean from 1932, in your 
statement you said when we got down to 61 percent of parity. 

Mr. Wiiken. That was the average parity for agriculture in 
1932-33 ? 

Mr. Jounson. As well as for the dairy farmer you would be in 
favor of raising that for the dairy farmer as well as basics? 

Mr. Wixken. I would, provided you get at the real problem. The 
problem you have is not a dairy problem. Your problem is the fats 
and oil problem. Several things happened over the last 8 or 10 
years that brought it about. For example, we have in the United 
States about 15 billion pounds of fats and oils of various kinds—butter- 
fat, peanuts, soybean, linseed oil—whole rafts of them. The real 
death blow took place under OPS, when they rolled back the price 
of fats and oils. You all remember that. That created a situation 
of a low fats and oils price, all over the world. 

I have the index here of the Bureau of Labor for the 2ist of 
February 1955. Your fats and oils component is 67.4 percent of 
1947 and 1949 as 100. 

Fifteen billion pounds of fats and oils at an average of 30 cents per 
pound at the parity level, which is just about what it ought to be, 
means that 10 percent of your entire farm income structure is fats 
and oils. ; 

This low price of fats and oils is wrecking the dairy industry and 
also laying the groundwork to severely hurt others. 

For example, you cannot produce a cotton crop without fats and 
oils. You cannot produce hogs without lard. You cannot produce 
milk without butterfats. You cannot produce corn without corn oil 
in it. You cannot produce soybeans without oil. You cannot pro- 
duce flaxseed without oil. 
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As a result of that rollback you have today, because of the competi- 
tive situation of coconut oil at 12 cents a pound, you have about 12 
to 13 cents a pound for oil; you have about 12 or 13 cents a pound 
for cottonseed oil; the same thing for soybean oil, corn oil, all the 
way across. 

We have this butter situation. If the people of the United States 
would eat 3 pounds of butter a year more than they did last year, your 
dairy surplus would vanish. Why don’t they? Because of the ex- 
treme competition of 12 cents fats and oils going into oleomargarine ; 
take your record, you can find out what happened to the butter in- 
dustry, because your butter consumption went down, your oleo 
went up. 

This situation would take care of itself provided you had a parity 
between cottonseed oil and soybean oil and butterfat. 

If you go through the records you will find as long as oleo was 
around 55 or 60 percent of the price of butter, you did not have much 
of a problem. When you got it down, however, then you had your 
dairy problem. 

It does not only affect the dairy industry. The American public 
today is paying 15 cents a pound more for pork chops than they should 
pay because lard is only 12 cents. 

And to the packer who buys the hog, on the market he has got 
to get paid for the whole carcass. And having to sell the lard at 
12 cents, he has to shove the price of pork chops up. So the public 
howls because of the high price of pork chops. And if you want 12- 
cent lard you will have to pay 75 cents for pork chops. 

You had the same thing with cattle. You have got your tallow. 

The public does not want it. The packer, the retailer has to trim 
it off. And when he does that, he adds 15 to 20 cents a pound to 
that piece of steak that you take home. There is not a thing he can 
doabout it. He had to throw it in the grease pail. 

Let me give you what might be nature’s reaction to this whole thing. 

Fat is nature’s most concentrated food; 4,000 calories in a pound. 
A pound of wheat flour has 1,680; a pound of red beef 1,275, and the 
public today is buying 4,000 calories of food at 12 cents a pound in 
fat. Paying 90 cents a pound for 1,275 calories in terms of lean 
round steak. 

In other words, the whole situation is completely out. of balance. 

Back in 1925-29, the groundwork for that depression started with 
fats and oils in 1925. You can trace it through the records. You 
can trace it through the world record. And it is one of the problems 
that this committee and Congress had better get at, because you will 
have a tough time solving this thing if fats and oils are 12 cents a 
pound. It will dislocate your feeding operations, your dairy opera- 
tions. It will mean a loss of income to the cotton farmer, to the 
soybean producers, all of them. 

oes that answer it? 

Mr. Jonson. What would your recommendation be in regard to 
legislation to cover this? 

Mr. Wrken. I would get radical about it. I would get a support 
price in here on these fats. and oils; a lot of them you can keep. I would 
take care of the import situation, through quotas, and then I would 
get fats and oils out of this country. Let me give you the point. Over 
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in Europe your wage earner is getting about 50 cents. That is com- 
ared to $1.83 here. The American producer can pay parity for 
utter and not pay any more than he did relatively in 1939; in fact, 
get more butter for an hour of work than he could at that time. But 
the man in Europe, with 50 cents an hour cannot afford to pay 85 cents 
a pound for butter. Therefore, you should try to sell him this low 
grade fat and get it out of here, this cheap fat, to South America. 

You have got three key problems that you can use very beneficially 
to help the rest of the world: Fats for the simple reason that at a price 
level it has the greatest number of calories for the dollars expended ; 
wheat, you can export it more readily than any other product because 
the price of a bushel of wheat is a small item in the loaf of bread; 
and finally, cotton, for the reason that it is practically nothing in a 
manufactured dress, just a very minor per centage. I think you will 
agree to that, Mr. Poage. 

And those are the three things that you ought to be aiming every 
effort you can to move out. 

Let us set up a balance sheet. 

I pointed out to you that maintaining the farm parity, you set the 
stage for the fullest possible consumption in the United States. 

At that level, bringing your farm prices up to the same balance that 
existed in 1946-50, and producing the necessary farm products to 
operate this machine, you could have $358 billion of national income, 
earned, without having to borrow. At that level you will have a bal- 
anced budget. You will have some money in the budget. 

If you would take a billion dollars of that, less than one-third of 1 
percent, you could buy up all of the farm products that you can 
produce in surplus and give them to the rest of the world. And if you 
did that, you would accomplish far more than you do by spending the 
billions to put arms in their hands, 

Mr. Poace. Mr. Andresen wants to speak. We have about 6 min- 
utes more. 

Mr. Anpresen. I have been on this committee. Thirty years ago 
this fall since I went on it. During this entire period 

Mr. Bass. How long has it been? — 

Mr. ANnprESEN. 30 years. During all of this time, it has been the 
surplus problem that we have been dealing with, if we did not have 
these surpluses in agriculture, and we have been blessed to have 
them, we would not have any farm problem and this committee would 
not have very much work to do. We are looking around for the real 
answer, so that we can help solve this problem. 

I think we all recognize that we have 90 or 100 percent support 
and do not get rid of our surpluses, if we don’t, we don’t in fact solve 
the problem. While I subscribe to a large part of your theory, as 
agriculture being the basis for the wealth of the entire economy, I 
hope that we can get a concrete, specific recommendation from some- 
one that we can put into law that will dispose of these surpluses, so 
that we can remove the problem and maintain the purchasing power 
of agriculture and the entire economy of the country. 

Mr. Wirxen. I also will answer that. Unless it is changed recently, 
the parity equation used at the present time, that happens to be a little 
erroneous right now because the farmer in computing it is credited 
with a lower price for the things he buys because he buys sorne things 
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that he produces himself—as I pointed out to you, our real parity 
equation is the price of farm products at the primary market as 
compared to the consumer price level. That is our real parity. 

But using the Department of Agriculture figures, I think they say 
farmers are receiving 86 percent of parity. That is right. It is 
around 86 percent. 

That means that right now you have set the stage for 14 percent of 
your farm production as a surplus from underconsumption. If you 
want to get rid of your surpluses, your first step has to be to get your 
farm price back up to parity and get the generation of this national 
income. 

How are you going to do that? 

This supply of farm products that you have at present, if you view 
it in the light of 162 million people, and 178 million animal units, 
it is nothing serious. Why don’t you freeze it? Have the Secretary 
of Agriculture freeze it and tell society, I am not going to sell any of 
the products below parity ? 

Mr. ANpRESEN. We did that in the act of 1954, a part of it. 

Mr. Witken. But he did not do it. 

Mr. AnpreEsENn. It isinthelaw. They can do it. 

Mr. Witken. That does not mean anything. You have got to get 
it done. After you do that, then you will not have to worry except for 
the small addition you produce above that 14 percent. In other words, 
if you had 14 percent more consumption of agricultural products 
right now, which you would have if your farm prices were at parity, 
you would not have enough farm products. You have not got enough 
farm production right today, you did not have in 1954, to operate 
this economy at 100 percent of parity. 

Mr. Anpresen. It is all right to say that. 

Mr. Wriken. Take a look at your record. 

Mr. Anpresen. I know, but the records say that you cannot get 
the women and men to eat more bread, more fats and oils and more 
butter. They have got these diets on. People have changed their 
diets. Why you know the farm population has gone down from 28 
percent when I was first down here to about 15 or 14 percent. 

Mr. Witken. Yes. 

Mr. AnprEsEN. On these basic commodities? 

Mr. WixKen. Yes. 

Mr. ANnpreseNn. Diet has also changed. Somewhere people used 
to eat 3 or 4 slices of bread, every meal. They sometimes do not eat 
even 1 slice of bread. 

Mr. Wiixen. Let me answer that. Go back to 1935, the American 
public was consuming 116 pounds of meat. Last year it was 155 
pounds. It should have been 160 to 170 pounds. If you will see to 
it that the income is maintained, that is what you will get. But if you 
do not do something about it, you can go back to 116 pounds per oo 
like you had in 1935 and then what will you do with the surplus? You 
made the point we lost it. 

Mr. AnpreseEN. You write out a bill, will you, where we can deal 
with these surpluses and get rid of them so that we will not have the 
problem ? 

Mr. Wirken. The thing you have to do is to do exactly like Indiana 
does. 
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Mr. Anpresen. You will not get people to eat more here in the 
United States. We have this foreign market. We are running into 
difficulties even in giving the stuff away, in foreign countries. 

Mr. Wirken. Is it because of the administration? 

Mr. Poaee. Mr. McIntire wanted to ask a question ? 

Mr. McIntire. I had a question. We have got to have surpluses; 
is that right? 

Mr. WiLKEN. Yes. 

Mr. McInrie. We haven’t time to go into the subsequent refer- 
ence, the fact that if this income is sustained, we would take care of 
those surpluses. The statement we must have surpluses to have it and 
the fact that we can make it disappear has sort of got me going 
around in circles a little bit. 

Mr. WixKeEn. Go to your last page of your tabulation and you will 
see the picture. On that last page, I gave the consumer expendi- 
tures in 1946-50. I also gave the consumer expenditures in 1953. In 
1946-50, the American public spent 55.3 percent of its income for 
goods. In 1951-54 they only spent 49.3 percent, 40 percent of all 
goods sold at the consumer level are foods. We will just take foods. 
In 1954, we lost 18 billion of consumer purchasing. 

If you will take the period 1946 to 1950 you will find that your 
normal consumer expenditures are 55.3 percent of your national in- 
come. In 1951 to 1954 they were only 49.3 percent. ‘To operate and 
earn $300 billion of income, in 1954 you should have had $166 billion 
of consumer expenditures, as compared to $1491, billion that you 
did have. 

The elusive thing and that is the point that you have got to get, 
when this initial dollar went out of the window, society lost the 
$7. <A total of $72 billion. Your normal record for 25 years, shows 
that 70 percent of your expenditure for goods, is for food, beverage, 
shoes, clothing, and tobacco. 

Going on, to show you how accurately that runs, I have a table 
here from 1929 through 1953, 10 of those years, were exactly 70 
percent. 

So that in this loss of $72 billion, you had wrapped up a market for 
$28 of farm products at retail, food, beverage, shoes, clothing, and 
tobacco, but you did not get it. It just walked out of the window. 

This is something that has taken place in the last 12 months. A year 
ago you had farmers in the Corn Belt who had made arrangements to 
grow 100 to 150 head of hogs. On the basis of the price prevailing at 
that time they could expect $5,000 for 100 hogs. Today those same 
hogs are selling for $9.40 a hundred less. Which means that every hog 
going to market today is selling for $20 less than a year ago. 

Every hundred hogs means $2,000. What does that mean out in 
those towns! Every little town is losing a potential market for 
$2,000 of goods that it has on its shelves—foods, automobiles, or what- 
ever it may be—for every 100 head of hogs going to market. As a 
result of this they cannot order the goods from the factory. 

Last. year we spent $2 billion for unemployment compensation. 
With $2 billion a year, you can take any excess farm products that 
we have at the parity level and dump them in the ocean. Or put them 
back in the ground for fertilizer. But, if you maintain the price you 
will also always have $7 of purchasing power in the United States to 
consume or give them away. You are not going to run into the hole. 
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Mr. Lovrr. What effect will this new modern parity formula have 
on our economic structure? Your statement has been geared to the 
support level. In addition to that, we have a change in the parity 
formula. Will that help matters? 

Mr. WixENn. This modern parity that is going in in 1956 will cost 
us about $40 billion or $45 billion a year, nd a lot of farm surplus. 

Mr. Lovrr. How do you figure that? 

Mr. WitKen. It is mathematically dishonest. About 10 percent 
too low. If you will take your agricultural prices, the last issue is 
January 28, 1955. You will find that your Department of Agricul- 
ture carries a complete list of ‘all of the different farm products on 
the basis of 1947-49 as 100. That is almost identical with the 1946-50 
period that I have used in this presentation. They are computing 
consumer prices with 1947 and 1949 as 100. They are computing 
wholesale prices 1947 to 1949 as 100. They are computing primary 
prices for farm products at 1947 to 1949 as 100. They are computing 
industrial production on the basis of 1947 to 1949 as 100. And if 
you are going to do that, then if you are going to keep any balance, 
you have got to have 1947 to 1949 as 100, times your Consumer Price 
Index, whatever it is. 

If you will take this list back to your office and making 1947 to 
1949 the base period, and adjust it with the Consumer Price Index 
which is put out every month, then your help in the office can compute 
the parity price of any farm product in your whole list in 10 seconds 
and get rid of all of this confusion. 

Under the new parity formula they have deliberately in my opinion, 
set out to shortchange agriculture. 

So that you are going to have really a 10-percent lower parity price 
and then you are going to have lower support prices on that. 

Mr. Lovre. Isn’t it true that all the farm organizations went along 
on the new modern parity formula? 

Mr. WILKEN. Yes. 

Mr. Lovee. They did go along with them ? 

Mr. Wirxen. But they never looked at the record to see what it 
means. 

Mr. Poace. Are there any further questions? If not, we thank 
you for a very instructive statement. We will adjourn until 10 
o'clock Tuesday morning at which time there will be an executive 
session to vote upon H. R. 12. 

(The following material was submitted for the record :) 


STATEMENT OF THE VEGETABLE GROWERS ASSOCIATION OF AMERICA IN OPPOSITION 
To H. R, 12, a Britt To AMEND THE AGRICULTURAL ACT OF 1949, As AMENDED, 
WITH RESPECT TO PRICE SUPPORTS FoR BASIC COMMODITIES 


Chairman Coorry and members of the Committee on Agriculture, the Vegetable 
Growers Association of America appreciates the courtesy of the committee in 
permitting it to present its views concerning H. R. 12. This association is the 
only national organization specifically representing the vegetable growers of 
America. Through our direct membership, and through the many affiliated spe- 
cialty vegetable organizations whom we represent, the views of our association 
are representative and conclusive of the opinions of vegetable growers. 

It has been the long-established policy of the association, for detailed reasons 
which will be set forth herein, to oppose high rigid support prices on both basic 
and other agricultural commodities. The developments of the last several years 
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have only served to strengthen our opposition to any program for high rigid 
supports. 

Historically, the system of high rigid supports was inaugurated to stimulate 
maximum production of agricultural commodities during a period of wartime 
emergency. The original theory behind price supports, prior to the war emer- 
gency, was that supports should be set at a figure to prevent disorganized mar- 
keting of a commodity, market manipulation by speculators, and to permit 
farmers access to Federal funds to an extent which would permit them to 
undertake an orderly marketing program without the necessity of dumping 
their entire crop on the market immediately after harvest. Because of the 
necessities of wartime, high supports were instituted to encourage maximum 
production and for no other reason. 

We find now that with a disappearance of the need for maximum physical pro- 
duction, and an end to the special conditions prevailing during the war, that H. 
R. 12 seeks to perpetuate a system which under present conditions is an eco- 
nomic monstrosity. 

The results of high rigid supports continued long beyond the period when war 
needs perhaps justified them are apparent on every hand. We see vast piles of 
basic commodities in the hands of the Government. We see the vicious picture 
of production for sale to the Government and not for use. We see the destruc- 
tion of our export trade. We see a continued drain on the Federal Treasury. 
We see unending expense in the administration of an obsolete program. We 
see a growing impatience among urban Americans with farm policy, a growing 
resentment toward farmers, and we see a further extension of the paralyzing 
hand of socialistic control over our agricultural economy. 

Continuation of high rigid supports beyond the years immediately following 
the close of World War II has resulted in shameful economic waste; even the 
temporary effects of the Korean war were not sufficient to bail out this bankrupt 
program. 

The mere presence of vast unneeded mountains of foodstuffs in the hands of 
our Government has complicated our international relations, since the underfed 
nations of the world, whose need is so acute, resent the mere presence of such 
indecent hoardings and the shameful waste they represent. 

We are concerned with the disappearance of our export trade in such com- 
modities as cotton and wheat. We have forced other nations into an expansion 
of their cotton and wheat production. We have forced them to find substitutes, 
and in the case of cotton, we have forced an increased output of synthetic fibers. 
It is probable that our foreign markets may be lost forever for these two import- 
ant commodities, and they will surely be lost if high and rigid supports are con- 
tinued any longer. Springing from the basic absurdity, we have had all sorts 
of patent medicine remedies applied. Is the International Wheat Agreement 
a substitute for our lost wheat markets? 

The encouragement of unneeded production of dumping on the Government 
has resulted in a dissipation of our vital natural resources of land and water. 
It has resulted in the impoverishment of soils in the cultivation of land which 
should have been left in natural cover, and has laid the foundation for a super 
Dust Bowl. 

Unrealistic price-support programs result in the creation of a new class of 
property rights based on the possession by a certain farm of the right to plant 
a certain acreage of a crop under allotments or quotas. We do not think it 
was the intent of Congress to create such property rights. Creation of this 
type of property right has made it virtually impossible for young men to enter 
the business of farming. It places a premium on the continued raising of a 
crop, whose only destiny is to find a home in some Government dustbin. It has 
discouraged sound conservation pactices and the resting of land from continued 
production of the heavy-feeding basic commodities, since the farmer has been 
afraid not to plant his full allotment or quota as it would destroy his base for 
next year’s allotment. 

The domestic effects of high supports are well illustrated by the Government’s 
dairy-support program. We see a situation in which producers of butter, for 
example, have priced themselves out of the domestic market. We see the 
economic rule in operation that where an artificial, uneconomic price situation 
is permitted to develop, that consumers will find a substitute. And in the last 
year, we have seen the economic difficulties that arise when an industry is 
forced to put its house in order after a long period of dreaming under the 
narcotic of Government handouts. 
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It is frequently argued that high rigid supports bring about equality of 
income to farmers for the employment of their land and labor. Nothing could 
be further from the truth. The following table, based on data of the United 
States Department of Agriculture for the year 1952 for cotton farmers, indi- 
cates the inequality of return resulting from support programs. Note the varia- 
tion of return per hour of labor to the operator and family: 


Per hour 
igh  Piaina- (irmignted ies etoted) ck cle say ie go bee k e $3.18 
Seen RORRE wdictics de a ie as caidadeeeioglelia ih odad 1. 60 
Peerion Pete nis pike sb Littinticidiiciil dada Bhi ieee Bais . 90 
TD OERE, OO: ROI 4k a hss iid nicdindbdaniiincnbcietesi bible, eins i i ee . 76 
BCU ner, FE aan ic eects ntivencthen pieenhber nee tied ael. ie abet Aiea . 24 


High rigid supports encourage a wasteful expansion of production, and because 
of the uneconomic price resulting, discourage demand. Under rigid support 
programs, there is an inevitable tendency to produce more and more and to 
consume less and less. The histories of the Federal Farm Board, the Agricul- 
tural Adjustment Administration, and the Commodity Credit Corporation give 
all the evidence needed to support our contention. 

It is argued that effective production controls will solve the problem of sur- 
pluses and at the same time permit the continuation of high- and rigid-support 
programs. The 22 million acres of land diverted from the production of basic 
commodities last year and the 33 million acres diverted this year will not lie 
idle. Much of this land will be planted to, other crops and the surpluses of 
the basic commodities merely transferred to a variety of other vulnerable 
crops. No problem has been solved, but only a shifting of the burden of surpluses 
on to the back of some other commodities. One group of producers has merely 
shifted its problems to another group. 

This shifting is particularly vicious when diverted acres are switched into 
vegetable crops. The producers of vegetables have not had and do not want 
supports. They have proven over and over again their ability to supply the 
Nation with an abundance of fresh and processed vegetables at economical prices 
without any burden on the taxpayer, and in a constantly increasingly volume. 
Witness the increasing per capita consumption each year of fresh and processed 
vegetables as compared to the declining per capita consumption of basic com- 
modities. The answer lies in the healthful workings of the laws of supply and 
demand. Nevertheless, competition by the subsidized grower of basic commodities 
who can use his diverted acres to take a flier in vegetables is grossly unfair. No 
group in agriculture can long complete with competition subsidized by seemingly 
inexhaustible bankroll of the United States Government, 

High and rigid price supports call each year for stricter controls and for 
further reductions in quotas. It has been found that technical improvements and 
improved cultural practices continually maintain higher production even on 
reduced acreage. This higher and higher production per acre, still produces 
surpluses and calls for still more controls. Even from the beneficiaries of the 
program, great cries of regimentation and resentment are heard with each 
necessary reduction in allotments. Thus is socialism coming to the American 
farmer. The price tag on high and rigid supports is closer and closer regi- 
mentation. We do not think the American farmer wants this to happen. 

A flexibile price-support system is now law. We believe that is should have a 
decent opportunity to demonstrate whether or not it can solve our agricultural 
problems. It would be decidely premature to revert to high rigid supports after 
less than a year of experience with the new system. 

This association is unalterably opposed to the principles of H. R. 12. High 
rigid supports have resulted in nothing but shamefu] economic waste, dissipation 
of natural resources, loss of markets, both domestic and foreign, a burden on the 
taxpayer, a favoring of a particular group of farmers, and a dangerous extension 
of socialistic regimentation and controls. The program of high and rigid supports 
is bankrupt both economically and morally. We urge the Committee on Agri- 
culture to recognize that their responsibility is primarily to all the people of 
the Nation and not to a particular group of farmers. 

Respectfully and sincerely, 
W. F.. McCAtes, Jr., 
Chairman, Legislative Committee. 
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Table showing the total of personal incomes, and the total of unemployed, 
in the United States, 1940 to 1954, inclusive : 
Total personal income in United States. ovesie eamier 
(in billions of dollars) : of unemployed 
0 RE nl ee i ae jis) peat oes 8, 120, 000 
an chanel i eae eee 6, 560, 000 
a i ie ened vical 2, 660, 000 
Te ence eobnesiobescaieetpensch me anna 1, 070, 000 
a sairepaaceusiranitinemadomenicigaanne oe 670, 000 
1, 040, 000 
2, 270, 000 
2, 142, 000 
2. 064, 000 
3, 395, 000 
3, 142, 000 
1, 879, 000 
1, 673, 000 
1, 602, 000 
3, 230, 000 


Sources: Department of Commerce and Bureau of Labor Statistics. 


(At 12:05 p. m. the committee recessed to reconvene at 10 a. m., 
Tuesday, March 8, 1955.) 
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